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THURSDAY, MAY 14, 1953 


CoMMITTEE ON Pusiic Works oF THI 
House or Represenatives AND THE SURCOMMITTE! 
ON FLoop Conrrot anp Rivers anp Harpors 
OF THE SENATE COMMITTEE ON Pusiic Works, 
Washington, D. C. 

The joint committees met. pursuant to notice, at 10:10 a. m. in 
room 1302, New House Office Building, Hon. George A. Dondero, 
presiding. 

Mr. Donpero. The committee will come to order. 

This is rather an unusual me eting this morning. It does not happen 
very often, especially on this side of the Capitol. I think it has been 
10 years or more since a joint hearing has been held in this room be- 
tween a Senate committee and a House committee. That occurs this 
morning. 

We are happy to welcome the Senators here to join us in hearing 
this important project at one sitting, or at one hearing, rather than 
to have hearings here and have hearings over on the Senate side. It 
will expedite the matter and save the time of the Senators and the 
Members of the House. 

The hearings are on Senate bill 689, House bill 2289 and House bill 
4351, bills to preserve the scenic beauty of the Niagara Falls and River. 

I might say that since these hearings have been scheduled that Con- 
eressman Roosevelt has introduced a bill, and I think Senator Lehman 
will introduce a bill also, and no doubt they will discuss the merits of 
those bills when they come to testify in opposition to the general 
proposition. 

These bills are all to authorize the construction of certain works of 
improvement on the Niagara River for power purposes, and to further 
the interests of national security by authorizing the prompt develop- 
ment of such works of improvement for power purposes. 

These are joint hearings of the Subcommittee on Rivers and Har- 
bors and Flood Control of the Senate Committee on Public Works, 
and the Committee on Public Works of the House of Representatives. 

Section 1 of these bills declares it to be the policy of Congress (1) 
to preserve the scenic beauty of Niagara Falls and its environment; 
(2) to further the national security; and (3) to assure the develop- 
ment of low-cost electric power under private enterprise under con- 
ditions later set forth in the bills. 

Section 2 authorizes and directs the Federal Power Commission, 
as soon as practicable, to issue a license for the redevelopment of the 
Niagara River to citizens of the United States, to any association of 
such citizens, or to any corporation organized under the laws of any 
State. The redevelopment is to be accomplished in substantial ac- 
1 
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cordance with the project plans outlined in the report of the Bureau 
of Power of the Federal Power Commission. For issuing the license, 
the Federal Power Commission is directed to give preference to the 
applicant most able to promptly commence actual construction of the 
project and put it into operation. 

Section 3 provides for turning over the project and its operation 
after March 1, 1971, to any U nited States agence y created for the pur- 
pose or any agency created and designated by the State of New York 
for the purpose upon not less than 2 years’ written notice and upon 
payment of the net investment in the project. 

In contracting for the disposition of project power, preference shall 
be given to directions from the Department of Defense for supplying 
power to governmental installations or to industries requiring power 
to produce materials essential to the national security. 

The bills also provide that the licensee shall pay to the United 
States and include in its net investment in the project herein author- 
ized the United States share of the cost of the construction of the 
remedial works to be undertaken in accordance with article II of the 
treaty referred to in the first section of this act whenever such reme- 
dial works are constructed by the United States. 

In addition, the bills protect the rights of people in adjoining States 
who have long been interested in this source of power. Section 4 
gives the Federal Power Commission jurisdiction after proper notices 
have been given and hearings held to require the companies to enter 
into reasonable and practical arrangements whereby power from the 
acehedl will be apportioned equitably among States within economic 
transmission distance, provided project power is not needed by the 
Department of Defense for purposes of defense production. 

sut one question is presented in these and other bills for the rede- 
velopment of the Niagara River. S. 689, H. R. 2289, and H. R. 4351 
provide for power development under private enterprise. Other 
legislative proposals have been made to provide for development by 
the Federal Government. The Committees on Public Works of the 
Senate and of the House are called upon to make a choice between 
private enterprise and Government ownership and operation. 

There is no giving away of water resources. The water resource at 
Niagara will be there in perpetuity for the benefit of the people of 
the United States, regardless of the determination as to development 
made by Congress; however, in my judgment, aflirmative and prompt 
action should be taken to bring about development at the earliest 
ossible date in order to best protect the interests of the United States. 
Che element of time involved in development will have an important 
bearing in this matter. 

Senator Bush, who is chairman of the Senate committee, and my- 
self, have worked out a schedule among ourselves as to who shall 
preside and when. 

Senator, do you wish to make any statement at this time? 

Senator Busn. No, sir. I commend you very highly for your own 
statement. 

Mr. Donprro. At this point, without objection, the text of H. R. 
2289 will be inserted in the record. Also copies of the reports of the 
Department of the Army, the Department of the Interior, the Federal 
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Power Commission, and the International Joint Commission will be 
inserted in the record. 'S. 689 and H. R. 4351 are identical to H. R. 
9289. 
(The material referred to follows :) 
[H. R. 2289, 83d Cong., 1st sess.] 


A BILL To preserve the scenic beauty of the Niagara Falls and River, to authorize the 
construction of certain works of improvement on that river for power purposes, and to 
further the interests of national security by authorizing the prompt development of 
such works of improvement for power purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


FINDING AND POLICY 


Section 1. (a) The Congress hereby finds that the United States is obligated 
to preserve and enhance the scenic beauty of the Niagara Falls and River. 

The Congress further finds that it is necessary and desirable for the public 
welfare and for the security of the United States that the share of the waters of 
the Niagara River made available for power purposes under the treaty between 
the United States of America and Canada, dated February 27, 1950, and ratified 
by the Senate of the United States on August 9, 1950, be utilized promptly. 

The Congress further finds that low-cost power is urgently required to supply, 
among other purposes, the greatly expanded demands of the Department of 
Defense upon the electrometallurgica!l and electrochemical industries and other 
industries maintained in the vicinity of Niagara Falls. 

The Congress further finds that utilization of the United States share of the 
waters of the Niagara River for the production of hydroelectric power is not an 
incident of the exercise of the public functions of the United States to improve 
navigation, flood control, reclamation, irrigation, or sanitation. 

The Congress further finds that in view of the public burden of the increasing 
obligations of the United States, it is most desirable that development of hydro- 
electric projects be made by private enterprise and without recourse to public 
funds particularly where, as here, private enterprise is able most promptly to 
commence actual construction of and to put the project, as hereinafter author- 
ized, into operation. 

The Congress further finds that the Federal Power Act (49 Stat. 838), as 
amended, provides adequate safeguards deemed essential for the protection of 
broad local and national interests in navigable waters of the United States, at 
the same time permitting full development and utilization of water power re- 
sources with due regard to the protection of the interest of the United States 
therein. 

The Congress further finds that further development of any hydroelectric 
project at Niagara Falls requires the enactment of legislation prescribing special 
conditions to be incorporated in any license issued by the Federal Power Com- 
mission for such development as hereinafter provided. 

(b) It is hereby declared to be the policy of the Congress (1) to preserve 
the scenic beauty of Niagara Falls and its environments; (2) to further the 
national security; and (3) to assure the development of low-cost electric power 
under the private enterprise system. 

Sec. 2. The Federal Power Commission is hereby authorized and directed to 
issue, as soon as practicable, to citizens of the United States, or to any associa- 
tion of such citizens, or to any corporation organized under the laws of any 
State, a license for the purpose of prosecuting works of improvement for re- 
development of the Niagara River in substantial accordance with the project 
plans outlined in the report of the Bureau of Power of the Federal Power Com- 
mission dated September 28, 1949, entitled “Possibilities for Redevelopment of 
Niagara Falls for Power—Niagara River—New York” (such works of improve- 
ment being hereinafter referred to as the “project’”). The Commission shall 
have authority to require such modifications of said project, not inconsistent 
with this Act, as it may deem advisable in accordance with the provisions of 
the Federal Power Act, as amended. In issuing a license under this Act, the 
Commission shall give preference to the applicant most able to commence actual 
construction of and to put the project into operation promptly. 

Sec. 3. Except where inconsistent with the provisions of this Act, the license 
to be issued hereunder shall incorporate all of the provisions of the Federal 
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Power Act, as amended, and in addition shall expressly include the following 
terms and conditions: 

(a) Any agency of the United States as may hereafter be created for such 
purpose or any agency created and designated by the State of New York for 
such purpose may after March 2, 1971, upon not less than two years’ written 
notice, take over and thereafter maintain and operate the project upon the 
condition that before taking possession such agency of the United States or of 
the State of New York shall pay to the licensee its net investment, as that term 
is defined in the Federal Power Act, as amended, in the project. The net in 
vestment of the licensee in the project for the purpose of this Act shall be de 
termined by the Federal Power Commission after notice and opportunity for 
hearing 

(b) In contracting for the disposition of project power, preference shall be 
given to directions from the Department of Defense for supplying power to 
governmental installations or to industries requiring power to produce materials 
essential to the national security. 

(c) The licensee shall pay to the United States and include in its net in 
vestment in the project herein authorized the United States share of the cost 
of the construction of the remedial works to be undertaken in accordance with 
article II of the treaty referred to in the first section of this Act whenever such 
remedial works are constructed by the United States. 

Sec. 4. Upon the complaint of any interested State, the Federal Power Com 
mission shall have jurisdiction, after due notice to all interested States and to 
the licensee and opportunity for hearing, to require the licensee to enter into 
reasonable and practical arrangements whereby project power will be ap 
portioned equitably among States within economic transmission distance, sub 
ject, however, at all times to the priority in respect of project power accorded 
to the Department of Defense as hereinabove provided in Section 3 (b). 

Sec. 5. Nothing in this Act shall be construed as affecting any valid existing 
rights under licenses heretofore issued pursuant to the provisions of the Federal 
Power Act (49 Stat. 838), as amended, or as now or hereafter affecting the ap- 
plicability of the provisions of that Act in the case of waters of the Niagara 
River presently authorized to be diverted for power purposes under licenses 
heretofore issued under that Act. 

Sec. 6. In the event of any conflict between the provisions of this Act and the 
provisions of the Federal Power Act and of the license to be granted for the 
project herein authorized, the provisions of this Act shall govern in respect 
of the project herein authorized. 

7. This Act may be cited as the “Niagara Redevelopment Act of 1953.” 
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DEPARTMENT OF THE ARMY, 
Washington 25, D. C., May 12, 1958. 
Hon. GreorGeE A. DONDERO, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. CHAIRMAN: Reference is made to your requests to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 2289 
and H. R. 4851, 83d Congress, bills to preserve the scenic beauty of the Niagara 
Falls and River, to authorize the construction of certain works of improvement 
on that river for power purposes, and to further the interests of national security 
by authorizing the prompt development of such works of improvement for power 
purposes. The Secretary of Defense has delegated to the Department of the 
Army the responsibility for expressing the views of the Department of Defense 
thereon. 

The Department of the Army on behalf of the Department of Defense has 
considered the above-mentioned bills. 

The bills declare that Congress finds that the United States is obligated to 
preserve and enhance the scenic beauty of the Niagara Falls and River and that 
it is necessary in the futherance of the national security that the share of the 
waters of the Niagara River available for power purposes under the treaty be 
tween the United States and Canada signed February 27, 1950, be utilized 
promptly. The bills declare the policy of the Congress to be to assure the develop- 
ment of low cost electric power under the private enterprise system. The) 
authorize the Federal Power Commission to issue to citizens, an association of 
citizens or to a corporation a license for the purpose of prosecuting works of 





amin 


ree 









NIAGARA POWER DEVELOPMENT od 


improvement for redevelopment of the Niagara River in substantial accordance 
with the project plans outlined in the report of the Bureau of Power of the 
Federal Power Commission dated September 28, 1949, subject to such modifica- 
tions as the Commission may deem advisable. The bills provide further that 
the United States or the State of New York may after March 2, 1971, take over 
and operate the project upon payment to the licensee of its net investment. 
The bills provide also that the licensee shall pay to the United States the United 
States share of the cost of construction of the remedial works to be undertaken 
in accordance with article II of the treaty above referred to whenever such 
remedial works are constructed by the United States 

On August 9, 1950, the Senate ratified the aforesaid treaty of February 27, 
1950, with the following reservation: 

“The United States on its part expressly reserves the right to provide by ac 
of Congress for redevelopment, for the public use and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the | | 
waters shall be undertaken until it be specifically authorized 

The treaty makes additional water available for generations at the falls by 
both countries. That additional water, combined with the potential head in 
excess of 300 feet, constitutes a treme: 
through the Hydroelectric Power Commission of Ontario, already has construe- 
tion in an advanced stage of new facilities to develop Canada’s share of the 
increased power. Under article VITI of the treaty Canada may use our added 
share of the diversion of water for power purposes until such time as we pro 
vide facilities to utilize that flow. Accordingly, the Department favors the early 
accomplishment of a project to develop the United States share of the power 
diversion. 

Among other things, the 1950 treaty expresses the primary obligation of the 
two Governments to preserve and enhance the scenic beauty of the Niagara Falls 
and River; indicates the minimum flows that must be passed over the falls; 
and provides for the International Joint Commission to submit for approval of 
the two Governments recommendations as to the nature and design of remedial 
works deemed necessary to produce an unbroken crestline on the falls. The 
International Joint Commission in turn has established an International FEngi- 
neering Board, including a representative of the Corps of Engineers, to accomplish 


TL 
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by act of Congre ss,’? 


idous additional power resource. Canada, 





the necessary engineering studies, model tests, and designs for such remedial 
works. The report of the Engineering Board has been completed and submitted 
to the International Joint Commission It is expected that the Commission 
will submit its recommendations to the two Governments in the near future 

By resolution adopted June 5, 1951, the Senate Public Works Committee called 
upon the Corps of Engineers to review previous Niagara River report th a 
view to determining the most feasible general plans for utilization of the waters 
apportioned to the United States for power development at this locality, con- 

i } 








sistent with the provisions of the 1950 treaty, and the effect of such developments 
upon the Federal navigation projects in that area The report of the district 
and division engineers has been submitted to the Chief of Engineers and how 


before the Board of Engineers for Rivers and Harbors 
In response to resolutions of the House Public Works Committee adopted 
March 26, 1952, and June 1952, the Corps of Engineers is making a coordin- 








ated study of the Great Lakes wate evels with a I nin he ad 
visability of local flood protection measures and the feasibility of a plan of 
reculation of the levels of the Great Lakes that will best serve all interests, 
including the reduction of damage to shore properties e of the Great 
Lakes for navigation, and the use of the st ‘ nd « from the Great 
Lakes for power development 

The power potential at Niagara Falls is very great, and it is important to the 
public interest that the power development fully utilize this potentia rhe 
initial development must therefore include adequae provisions for later « irge 





ment, particularly to take account of possible future regulation of Lake Erie and 
the upper Great Lakes. The studies now in progress by the Corps of Engineers 


and further investigations by the Federal Power Commission and the Corps of 
Engineers will determine more exactly how the power development shou he 
made. 

The Department of the Army does not object to non-Federal power d I 
ment at Niagara Falls provided that it is accomplished in a¢ rdaunce with the 


best plan for the use of the power potential and that the scenic beauty of Ni ra 
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Falls is properly protected. The protection of the scenic beauty is provided for 
in the 1950 treaty and in the bills H. R. 2289 and H. R. 4351. ‘To assure the best 
development for power it is recommended that section 2 of the bills be amended 
to require that the license provide for power development in accordance with 
plans contained in the 1949 report of the Bureau of Power of the Federal Power 
Commission and subsequent plans that heretofore and hereafter may be made by 
the Corps of Engineers and Federal Power Commission. 

This report has been coordinated among the departments and boards of the 
Department of Defense in accordance with procedures prescribed by the Secre- 
tary of Defense. 

The Bureau of the Budget advised that there would be no objection to the 
submission of an identical report on a companion bill, S. 689. 

Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF LEGISLATIVE LIAISON, 
Washington 25, D. C., May 29, 1958. 
Hon. GreorGe A. DONDERO, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of Defense with respect to H. R. 2289 and H. R. 4351, 83d Congress, 
bills to preserve the scenic beauty of the Niagara Falls and River, to authorize 
the construction of certain works of improvement on that river for power pur- 
poses, and to further the interests of national security by authorizing the prompt 
development of such works of improvement for power purposes, and to the reply 
thereto of Hon. Robert T. Stevens, Secretary of the Army, dated May 12, 1953. 

On May 18 the enclosed copy of a letter concerning 8. 689, 838d Congress, a 
companion bill to H. R. 2289 and H. R. 4851, was received from the Bureau of 
the Budget and it is forwarded herewith for your information. 

Sincerely yours, 
WILLIAM J. FLYNN, 
Colonel, JAGC, Chief, Legislative Division. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May 14, 1953. 
Hon. Epwarp MARTIN, 
Chairman, Committee on Public Works, United States Senate, 
Washington, D. C. 


My Dear Mr. CHAIRMAN: This will acknowledge the receipt of your letter of 
February 6, 1953, requesting the comments of the Bureau of the Budget on 8. 689, 
a bill to preserve the scenic beauty of the Niagara Falls and River, to authorize 
the construction of certain works of improvement on that river for power pur- 
poses, and to further the interests of national security by authorizing the prompt 
development of such works of improvement for power purposes. 

S. 689 would provide for the Federal Power Commission to issue, as soon as 
practicable, to a citizen, to citizens, or to a corporation, a license for prosecuting 
works of improvement for redevelopment of the Niagara River in substantial 
accordance with the 1949 report of the Federal Power Commission’s Bureau of 
Power. The bill also requires the Commission to give preference to the appli- 
cant most able to commence construction and put the project into operation 
promptly. Further provisions would: 

1. Permit a Federal or New York State agency to take over the project on 
or after 1971 upon payment to the licensee of its net investment cost as 
defined in the Federal Power Act; 

2. Require a preference, in power disposition, for governmental installa- 
tions and industries needing power to produce materials essential to na- 
tional security ; 

3. Require the licensee to pay to the United States the cost of construc- 
tion of the remedial works; 
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4. Give the Federal Power Commission authority, upon complaint by any 
interested State and after notice and hearing to require equitable appor- 
tionment of power among States within economic transmission; and 

5. Authorize the Commission to require modifications of the project in 
accordance with the provisions of the Federal Power Act. 

Congressional action appears to be necessary before any redevelopment of the 
Niagara River can be initiated to use the United States share of the waters of 
the Niagara River made available by the 1950 treaty between the United States 
and Canada. The resolution of the Senate of August 9, 1950, granting consent to 
the treaty between the United States and Canada, specifies that no project for the 
redevelopment of the United States share shall be undertaken until it be spe- 
cifically authorized by act of Congress. 

The major import of S. 689 is to require the Federal Power Commission to grant 
a license to a citizen, to citizens, or to a corporation for the redevelopment of the 
Niagara River. This would appear to exclude from the Commission’s considera- 
tion any application by a State instrumentality. 

The Bureau believes that the Congress will wish to give careful consideration 
to all of the probable applicants interested in redeveloping the Niagara River so 
as to permit the development which will best serve the public interest. 

The following comments on specific provisions of S. 689 may be of help to the 
committee: 

1. Section 3 (b) contains a requirement that, in the disposition of power, prefer- 
ence shall be given to directions from the Department of Defense for supplying 
power to Government installations or to industries requiring power to produce 
materials essential to the national security. We would question whether the 
provision is sufficiently explicit as to give the Federal Power Commission adequate 
guidelines. It would be difficult, at best, to single out for preference the power 
requirements of all of the many materials needed for the national security, since 
the term “national security” is very broad and necessarily varies from time to 
time as to the materials which would be required. 

2. With further reference to section 3 (b), we believe that the committee will 
wish to give careful consideration to the desirability of singling out this particular 
project in the application of such a preference requirement. In any event, if such 
a provision should be included, it is believed that the Department of Defense is 
not necessarily the appropriate agency for making such determination, and we 
would suggest that if some such provision is adopted, the authority might better 
be placed in the President for appropriate delegation consistent with the organiza- 
tional location of related activities within the executive branch. 

3. We wish to express our endorsement of the requirement, as contained in sec- 
tion 3 (c), that the licensee pay to the United States the cost of construction of 
the remedial works to be constructed 

Sincerely yours, 

Jos. M. Doner, Director 


FEDERAL Power CoMMISSION, 
Washington 25, May 5, 1958. 
Hon. GreorGe A. DONDERO, 
Chairman, Committee on Public Works, 
United States House of Representatives, Washington 25, D. C. 

DEAR MR. CHAIRMAN: In response to your requests there are enclosed three 
copies each of the reports of the Federal Power Commission on the bills H. R. 
4351 and H. R. 2289, 88d Congress, to preserve the scenic beauty of the Niagara 
Falls and River, to authorize the construction of certain works of improvement 
on that river for power purposes, and to further the interests of national security 
by authorizing the prompt development of such works of improvement for 
power purposes. 

We have just been advised that there is no objection by the Bureau of the 
Budget to the presentation of these reports to the Committee on Public Works. 

Sincerely yours. 


THOMAS C. BUCHANAN, Chairman. 
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FEDERAL POWER COMMISSION, Report on H, R, 4351, 8838p CONGRESS 


\ BILL To preserve the scenic beauty of the Niagara Falls and River, to authorize the 


‘ truction of certain works of improvement on that river for power purposes, and to 
fu ther the interests of national security by authorizing the prompt development of 
Sut works of improvement for power purposes 


This bill would authorize redevelopment of the Niagara River to provide for an 
increase in the hydroelectric capacity on the United States side of the interna- 
tional boundary without injury to the scenic beauty of the falls. The Niagara 
Treaty under which this development may be undertaken was ratified on 
August 9, 1950. Canada immediately started work to utilize the additional 
ion permitted on the Canadian side and will complete her facilities before 
facilities can be constructed on the United States side. 

It is expected that generating capacity of 1,695,000 kilowatts can be installed 
on the United States side with an average annual output of approximately 11.6 
bill kilowat?-l rs. By comparison, the ultimate installed capacity of the 
Boulder project is 1,327,500 kilowatts with an average annual output of 5.3 
billion kilowatt-hours. At Grand Coulee the ultimate capacity is 1,944,000 kilo- 
watts with an average annual output of 12.5 billion kilowatt-hours. And on the 
St. Lawrence there will be about 940,000 kilowatts on the United States side with 
an average annual output of 6.5 billion kilowatt-hours 

The continued failure to utilize the additional diversion permitted at Niagara 
Falls is having and inevitably must have profound economic effects in the 
market area. While the power supply is reasonably ample at the present time, 
new po r cupacity must be installed to meet anticipated increases in the power 
loads which are the result of economie growth. Among other things, heavy 
industries which require low-cost power in order to operate successfully cannot 
expand in that area until the redevelopment is made, and there are no other 
areas in the country where such a substantial block of low-cost power can be 
produced. 

Under the threat of a redevelopment at Niagara Falls, no company would 
be justified in constructing steam-electric generating facilities of anything like 
comparable capacity in order to meet what should be the increasing loads of the 
area Consequently, there is and will continue to be steady deterioration in the 
power supply situation in this area, with a concomitant restriction of industrial 
growth until steps are taken to utilize this large diversion and to produce this 
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substantial block of power which can be developed at very low cost per kilowatt- 
hour. It is neither good business nor in the public interest to continue to waste 
these waterpower resources. The basic purpose of the bill to authorize the 


redevelopment under the safeguards of the Federal Power Act is sound. 
However, the bill provides that the redevelopment shall be made by private 


enter e, and of course one of the purposes of the Federal Power Act is to en- 
able private companies and others to develop waterpower resources with full 
protection both to the investors and to the general public. Nevertheless, the 
Federal Power Act also affords to States and municipalities full opportunity to 


utilize waterpower resources and requires the Commission to determine what 


proposals for development are best adapted to comprehensive plans for the widest 
publie benefit If the State or municipal plans for a particular development are 
dee:ned by the Commission to be better than or equally as well adapted as the 
plans of a privately owned company to conserve and utilize such resources in the 
public interest, the act gives a preference to such public agencies in the issuance 
of a license 

would constitute a deviation from this general 
e analysis which has been in effect since 1920, and would pre- 
clude the consideration of all of the factors which should be considered and 


1 


would otherwise be considered under the Federal Power Act Furthermore, in 
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postponing the possibility of any State acquisition and operation of the project 
until after March 2, 1971, the bill would neither give to any private developer 
the 50-year license period authorized under the Federal Power Act, nor enable 
a State or municipal agency to construct the project initially if the State so 


The Legislature of the State of New York has already declared its interest 
n the development of the Niagara River. It has expressely amended the laws 
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creating the Power Authority of the State of New York to provide for State 
development of the additional diversion at Niagara Falls if Congress should open 
the way to non-Federal use of that diversion. The privately owned utilities 
which are seeking authority to undertake this project have also made plans for 
construction of this project and the distribution of the power which can be gen- 
erated. However, until all feasible plans have been thoroughly studied, it would 
not seem to be possible to determine which plan of development would be most 
fully in the public interest. Anything less, of course, would not seem to be sup- 
portable. 

Accordingly, the Commission recommends early enactment of legislation which 
will provide for full use of these water-power resources, but also recommends 
that if non-Federal development is to be permitted under the Federal Power Act 
the policies of that statute be followed by permitting the issuance of a license 
to a State or municipal agency or to a privately owned company, whichever 
presents plans found to be for the widest public benetit 

FEDERAL POWER COMMISSION, 
By THoMaAS C. BUCHANAN, 
Chairman. 


Unrrep STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 18, 19538. 
Hon. GEorGE A. DONDERO 
Chairman, Commiltee on Public Works, 
House of Representatives. 

My Dear Mr. Donpero: This is in response to your request for the views of this 
Department on H. R. 4351, a bill to preserve the scenic beauty of the Niagara 
Falls and River, to authorize the construction of certain works of improvement 
on that river for power purposes, and to further the interests of national security 
by authorizing the prompt development of such works of improvement for power 
purposes, 

This Department agrees with the findings proposed in the bill that the United 
States should preserve and enhance the scenic beauty of the Niagara Falls and 
the Niagara River; also, that the waterpower resources of the Niagara River 
should be developed in accordance with the treaty between the United States 
and Canada, ratified on August 9, 1950, and that the low-cost power available 
from the developments on the Niagara should be utilized to meet the expanded 
demands of the Department of Defense upon the electrometallurgical, electro- 
chemical, and other industries in the vicinity of the Niagara Falls. 

Since it is not now contemplated that the redevelopment of the Niagara is to 
be undertaken by the Department of the Interior, and since no interests of this 
Department will be affected, we express no views on the other features of this 
bill. 

Since Niagara Falls is situated in a New York State park (the Niagara 
Reservation) and since it appears that this proposed legislation may affect that 
park and perhaps have some influence upon park or parkway developments along 
the Niagara River, we recommend that your committee, in considering this 
matter, obtain the views of the Conservation Department of the State of New 
York. 

The Bureau of the Budget has advised that there is no objection to the sub 
mission of this report to your committee. 

Sincerely yours, 
FRED G. AANDAHL, 
issistant Secretary of the Interior. 


Mr. Donprro. Is Senator Martin of Pennsylvania here? Senator 
Capehart called and was unable to come this morning, but will appear 
ata later time. 

We will call on General Chorpening of the Corps of Army Engineers 
as the first witness. 
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STATEMENT OF BRIG. GEN. CLAUDE H. CHORPENING, CORPS OF 
ENGINEERS, DEPARTMENT OF THE ARMY 


General CHorrreninG. Thank you, Mr. Chairman and members of 
the committee. 

I am here this morning representing the Department of the Army. 

Under date of May 12, 1953, Mr. Stevens, Secretary of the Army, 
commented on the bills, H. R. 2289 and H. R. 4351.” I believe that 
letter is already in the hands of the committee, but I would like to 
read two paragraphs of that letter to you, which sums up the position 
of the Department of the Army. 

The power potential at Niagara Falls is very great, and it is important to the 
public interest that the power development fully utilize this potential. The 
initial development must therefore include adequate provisions for later en- 
largement, particularly to take account of possible future regulation of Lake 
Erie and the upper Great Lakes. The studies now in progress by the Corps of 
Engineers and further investigations by the Federal Power Commission and the 
Corps of Engineers will determine more exactly how the power development 
should be made. 

The Department of the Army does not object to non-Federal power develop- 
ment at Niagara Ialis provided that it is accomplished in accordance with the 
best plan for the use of the power potential and that the scenic beauty of 
Niagara Falls is properly protected. The protection of the scenic beauty is 
provided for in the 1950 treaty and in the bills H. R. 2289 and H. R. 4351. To 
assure the best development for power it is recommended that section 2 of the 
bills be amended to require that the license provide for power developmcnt in 
xecordance with plans contained in the 1949 report of the Bureau of Power of 


the Federal Power Commission and subsequent plans that heretofore and here 
after may be made by the Corps of Engineers and Federal Power Commission. 

I have with me Colonel Garges, the district engineer at Buffalo, 
and other members of our staff. Colonel Garges can present, if 
desired by the comunittee, a brief description of the feaures involved 
in this project and what we know about the project to date. 

If it meets with the pleasure of the chairman of the committee I 
would like to be excused at this time, unless there are questions. 

Mr. Donvrro. If there is no objection, General, and if Colonel 
Garges is here I will ask to have him come forward at this time. 


STATEMENT OF COL. PHILIP R. GARGES, DISTRICT ENGINEER, 
BUFFALO DISTRICT, DEPARTMENT OF THE ARMY 


Colonel Garces. Mr. Chairman, I am Col. Philip R. Garges, Corps 
of Engineers, representing the Corps of Engineers as a witness at 
this hearing. I am the district engineer at Buffalo, N. Y. 

I have a prepared written statement which I would like to submit 
and have incorporated into the record at this time, after which I will 
give a brief oral summary of what is in the written statement and be 
available for answering questions, if desired. 

Mr. Donvero. Without objection, the statement will be included in 
the record, and you may proceed in your own way, Colonel. 

(‘The statement of Colonel Ga rges Is as follows :) 


STATEMENT ON NIAGARA RIVER POWER REDEVELOPMENT, BY CoL, PHiLip R. GARGES, 
UNITED STATES District ENGINEER, BUFFALO, N. Y. 


f appear before you today to testify for the Corps of Engineers, primarily on 
technical aspec’s of plans for further development of power at Niagara Falls, 
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their interrelation with other water uses, and the events which have led up to 
this matter. 


SECTION I. GENERAL DESCRIPTION OF THE FALLS AND THE SCENIC SPECTACLE 


The Niagara River, 36 miles long, carries the vast runoff of the four western 
Great Lakes over and through the Niagara escarpment which lies between Lake 
Erie and Lake Ontario. The flow is steady and dependable due to the extensive 
storage in the Great Lakes system. Based on the last 90 years of record, 
the annual flow of the Niagara River is expected to average 200,000 second-feet. 
Average monthly flows occasionally reach a maximum of 240,000 second-feet and 
rarely drop below a minimum of 160,000. 

From Buffalo the river flows northward with a 10-foot fall in 22 miles to the 
head of the cascades immediately above the falls. The cascades, which drop 
about 60 feet in a distance of 1 mile, are divided into 2 channels by Goat Island 
and lead to the American and Horseshoe Falls, where the river plunges into 
the Maid-of-the-Mist Pool 160 feet below. The river then flows in a northerly 
direction through its famous gorge, falling about 90 feet in 6 miles. This narrow 
gorge has nearly vertical cliffs 300 feet high and through it the river rushes in 
turbulent rapids. Two miles below the falls the river enters the spectacular 
whirlpool, from which the waters cascade with undiminished speed to Queenston, 
4 miles below. ‘The river then widens out and with about 5 feet of fall flows with 
moderate current the final 6 miles to Lake Ontario. 

The falls has been an attraction to tourists and industries from the earliest 
days of the 19th century. Because unrestrained developments marred the scenie 
beauty, the State of New York and the Dominion of Canada in the late 1800's took 
steps to restore and preserve the surrounding natural scenic spectacle by develop- 
ing parks adjacent to the falls. The United States Congress in 1906 passed the 
Burton Act “for the control and regulation of the waters of Niagara River, for 
the preservation of Niagara Falls, and for other purposes.” This act assumed 
jurisdiction over the Niagara River to the international boundary and limited 
the diversion of water for power production to the amounts required for the then 
existing power enterprises. Subsequent to this act, the two Governments 
negotiated and ratified the Boundary Waters Treaty in 1909. Section 5 of the 
1909 treaty permitted permanent diversion for power purposes from the Niagara 
River above the falls of 20,000 sccond-feet in the United States and of 36,000 in 
Canada, and was in effect until superseded recently by the treaty of 195 

In 1925 and 1926 the two Governments were concerned over the deterioration 
of scenic effects at the falls resulting from erosion and diversion of water, and 
arranged for an extensive investigation into the preservation of the scenic beauty 
of the falls and an analysis of all contributing factors. A Special International 
Niagara Board was constituted to carry on this investigation. The report con- 
taining the conclusion and recommendations of the Board was submitted to 
Congress and to the Canadian Government in 1930 and printed as Senate Docu- 
ment No, 128, 7ist Congress, 2d session. The Board recommended the construc- 
tion of certain remedial works as an initial program, consisting of excavations 
and weirs in the cascades to produce an unbroken crestline from shore to shore 
of the Horseshoe Falls and a submerged rock weir above the cascades to insure 
an adequate fiow over the American Falls and between the Three Sister Islands. 

In consideration of the critical need for additional power during the World 
War II period, the two governments from 1940 to 1948 authorized temporary 
additional diversions. These temporary diversions increased the total diver- 
sions to 32,500 second-feet in the United States, and to 50,4380 in Canada. These 
diversions are about the maxima which can be utilized by the existing completed 
powerplants. From 1942 to 1947 the two Governments constructed the sub- 
merged rock weir, which was a portion of the remedial works recommended by 
the Special International Niagara Board. This weir had the effect of compen- 
sating for the lowering of the Chippewa-Grass Island Pool caused by the tempo 
rary increased diversions and provided an adequate flow over the American Falls. 


SECTION II. THE TREATY OF 1950, ITS PURPOSE AND OBJECTIVES 


In recognition of (a) the need to preserve and enhance the scenic beauty of 
Niagara Falls and River by proceeding with the construction of long-envisioned 
remedial works, (b) the fact that the river’s water resources could be more 
fully and efficiently used than was than permitted by international agreement, 
and (¢c) the fact that the supply of low-cost power in northeastern United Stater 
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and southeastern Canada was insufficient to meet existing and potential require 
ments, the two Governments negotiated and ratified the treaty of 1950 governing 
the uses of Niagara River water, including water for power purposes. This 
treaty differs from section 5 of the 1909 treaty in that it fixes certain minimum 
flows of water for the scenic spectacle and permits the use of waters in excess 
of the minimum not required for domestic and sanitary purposes and for the 
service of navigation canals, to be diverted for power. The 1950 treaty provides 
for flows needed for scenic beauty, and specifies that no diversions shall be made 
for power purposes which will reduce the flow over Niagara Falls to less than 
100,000 second-feet each day between the hours of 8 a. m., eastern standard 
time, and 10 p. m., eastern standard time, during the period of each year begin 
ning April 1 and ending September 15, both dates inclusive, or to less than 
100,000 second-feet each day between the hours of 8 a. mn., eastern standard 
time, and 8 p. m., eastern standard time, during the period of each year beginning 
September 16 and ending October 31, both dates inclusive, or to less than 50,000 
second-feet, at any other time, the minimum rate of 50,000 to be increased when 
additional water is required for flushing ice above the falls or through the rapids 
below the falls. The treaty also provides that the waters made available for 
power purposes shall be divided equaily between the two governments 

Under this treaty authority is granted to divert, for power purposes, an amount 
of water varying with the river flow, the season of the year, and time of day. 
The annual average diversion for the two countries would total about 180,000 
second-feet as compared with the 84,000 under the permanent and temporary 
authorizations in effect prior to the treaty. Of the 46,000 second-feet increase 
in average power diversions, 32,500 would be available on the United States side 
of the river, provided additional plant facilities are constructed to utilize it. 
The bills now under consideration would authorize the construction of new facili- 
ties to utilize the additional waters allocated to the United States for power pur- 
poses.. The United States share under the new treaty is an increase from 32,500 
second-feet to about 65,000 second-feet average for power diversion. 

The 1950 treaty provides for completing the remedial works, which are neces 
sary to preserve and enhance the beauty of the falls by distributing the waters 
so as to produce an unbroken crestline on the falls. The treaty also provides 
for the International Joint Commission to make recommendations as to the 
nature and design of such remedial works as should be constructed and, after 
approval by the two Governments, to supervise their construction. To arrive at 
recommendations as to the nature and design of remedial works the Commission 
constituted an engineering board of 2 American and 2 Canadian representatives. 

The engineering board has completed its basic investigations and has pro 
posed remedial works consisting of a gated control structure about 1,550 feet 
long extending from the Canadian shore about one-third of the way across the 
river just upstream of the cascades, and excavations on each flank of the Horse- 
shoe Falls. The proposed works were demonstrated to the International Joint 
Commission on November 20, 1952, in a hydraulic model at Islington, Ontario. 
The Commission gave its general approval to the works proposed by the board, 
and stated that it would submit definite proposals to the Governments of Canada 
and the United States shortly after receipt of a detailed report on the investiga 
tion. The Commission has recently transmitted its report, together with the 
detailed report of the Board to the two Governments for necessary action. 


SECTION III, EXISTING POWER DEVELOPMENTS AT NIAGARA FALLS 


The first large-scale development of hydroelectric power at Niagara Falls took 
place more than 50 years ago. The Adams station on the United States side 
was constructed before the turn of the century and furnished the electric power 
for the first long-distance transmission of electric energy. This station, located 
above the rapids, has an installed capacity of 80,000 kilowatts and is still in 
operation. The generators are mounted over wheel pits 135 feet deep and the 
turbines discharge into a tailrace tunnel emptying into the Maid-of-the-Mist 
Pool below the falls. A few years later the Rankine plant was built on the 
Canadian side and has the same capacity and is similarly designed. 

The present development at the falls consists of the following plants, with the 
following capacities and characteristics: 
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On the American side 
Schoellkop! ; ‘ s TK 
Adams 80, OOO R. RM 135 68 
Total 445. OO 2 5K ry 
On the Canadian side 
Rankine 80. O00 600 l 71 
loronto 108, 000 15, OOM 137 00 
Ontario 138, 00 7c 1s 1.18 
Sir Adam Beck No. 1 3. Of 15. 206 904 2 77 
Total 699. 000 500 


The Sir Adam Beck-Niagara generating station No. 1, the largest and most 
efficient plant on the Niagara River, was conipleted in 1930. It diverts water 
from Niagara River by way of the Welland River and a canal to the powerhouse 
located in the gorge below the lower rapids. This is the only existing plant 
along Niagara River which develops the entire head between the Chippawa- 
Grass Island Pool and Lake Ontario. It has an installed capacity of 375,000 
kilowatts and generates 21.9 kilowatts per second-foot of water. 

The Ontario Hydro-Electric Power Commission has started construction of 
additional developments to utilize the increased diversions authorized by the 
1950 trenty. The new development will comprise a new 1,200,000-kilowatt plant 
to be cailed Sir Adam Beck-Niagara generating station No. 2. Water for this 
plant will be diverted from the Niagara River downstream from the Welland 
River (and from above the proposed remedial works control structure) and will 
be conducted for 54% miles under the city of Niagara Falls, Ontario, by two tun 
nels emerging into a single large uncovered canal about 2% miles long to the new 
powerhouse to be located in the gorge just upstream from the Sir Adam Beck 
Niagara generating station No. 1 


SECTION IV, POWER STUDIES BY CORPS OF ENGINEERS 


A resolution of June 5, 1951, by the Committee of Public Works of the Senate, 
requested the Board of Engineers for Rivers and Harbors to review certain re 
ports on the Niagara River with a view to determining the most feasible gen 
eral plans for utilization of the waters apportioned to the United States for 
power development by the 1950 treaty and the effect of such developments upon 
the Federal navigation projects at the locality. Preparation of the basic report 
Was assigned to the Great Lakes Division and the Buffalo district of the Corps of 
Lingineers. 

The district and division engineers submitted a report on the subject matter 
of the resolution in December 1951, and a public notice announcing its findings 
was issued on January 8, 1952. The report, which is before the Board of Engi 
neers for Rivers and Harbors, presents a general plan of ultimate comprehensive 
development for utilizing the waters apportioned to the United States for power 
development by the 1950 treaty and also includes a plan for initial development 
Additional studies are now under way to give consideration to points raised by 
local interests, and to clarify and furnish supplementary data in connection with 
engineering and economic points raised by the Board of Engineers. 

The reporting officers concluded that the most feasible plan of ultimate 
comprehensive development should comprise the following major features: 

(a) A high-head generating plant near Lewiston 

(b) A pumping-generating plant and storage reservoir, also near Lewiston. 

(c) A control structure in the river at the head of the cascades. 

(d) A control dam in the river at Buffalo. 

(e) Integration of the facilities of the existing plant with those of the pro- 
posed plants. 

Although engineering and economic considerations had not been determined in 
sufficient detail at that time to make definite proposals for lake regulation (item 
(d@)) and for the integration of the existing plants (item (e)), studies had pro 
eressed to a point where it was determined that an initial development of con 
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siderable magnitude was feasible and justified. The initial development pro- 
posed consists of an intake in the river at Conners Island; a headrace waterway 
with reserve capacity for the ultimate development; a high-head generating plant 
(item (a)) located in the Niagara Gorge near Lewiston, with an installed 
capacity of about 1,300,000 kilowatts and with an expansion space reserved for 
ultimate development; a pumping-generating plant of about 330,000 horsepower 
(item (b)), having a maximum generating capacity of about 270,000 kilowatts, 
with a storage reservoir also near Lewiston with sufficient capacity for daily reg- 
ulation; and a control structure in Niagara River at the head of the Cascades 
(item (c)) for protecting the beauty of the falls, for maintaining levels for nav- 
igation, and in the interest of efficient power production. A tunnel headrace 
from Conners Island to Lewiston was studied and found by the reporting officers 
to be considerably more expensive than an open unlined canal. Additional 
studies are now under way with a view to determining the advisability of sub- 
stituting tunnels through congested areas. 

Engineering studies by the Engineering Board appointed by the International 
Joint Commission resulted in the finding that a control structure above the 
Cascades is essential to preserve the scenic spectacle, by distributing an adequate 
flow of water to the American Falls and holding the levels of the Chippawa- 
Grass Island Pool to what they would be without increased diversions. The 
control structure would compensate for the loss of head in the Chippawa-Grass 
Island Pool that would otherwise be caused by the increased power diversions, 
and would also make possible quick variations in flows over the falls from 50,000 
to 100.000 second-feet so as to take full advantage of additional flows made 
available for power during the night hours of the tourist season under the 
terms of the 1950 treaty. Maintenance of the pool level is also necessary to 
avoid an adverse effect on the project depth of the navigation channel in Niagara 
River above. A control structure to meet these requirements has been included 
in the plan for remedial works recently recommended to the two Governments 
by the International Joint Commission. Provision for this control structure 
was also included in the overall plan for power development presented by the 
district and division engineers 

The plan of development proposed by the G@istrict and division engineers 
contemplates full interconnection and coordinated operation of all power facili- 
ties in the area to be served by the new development, so that the new hydro 
facilities conld be used to furnish power to meet demands during the peak 
hour periods. It also contemplates transmission over existing facilities supple- 
mented as necessary to meet transmission requirements. 

Construction cost of the initial development, exclusive of interest charges, 
was estimated by the field officers as $268,470,000 at April 1951 construction 
cost levels. That estimate was based on using an open unlined canal headrace. 
Economic analysis of the initial develonment showed the project to be justified 
by a wide margin, with a ratio of henefits to cost in excess of 4 to 1. 

The plan of the district and division engineers for the ultimate development 
also includes a control dam at the outlet of Lake Erie to utilize the storage 
possibilities of the lake for weekly, seasonal, and cyclic regulation of flow in 
Niagara River. It was concluded that the initial development should not be 
delaved pending adoption of a system of lake regulation because of the period 
of time that would be required to make the necessary studies and place such a 
plan in operation with the necessary agreement of Canada. Preliminary 
studies indicated that a substantial increase in dependable capacity could be 
obtained by utilization of the storage capacity of Lake Erie alone. 

The Bureau of Power of the Federal Power Commission in 1949 prenared pre- 
liminary plans for using possible additional diversions to the United States and 
for making better utilization of the 32,500 second-feet then being diverted by 
existing plants. The overall plans pronosed by the district and division engi- 
neers conform generally to the preliminary plans of the Bureau of Power, as 
set forth in the 1949 report entitled “Possibilities of Redevelopment of Niagara 
Falls for Power,” but represent a refinement and extension of the basie plans 
contained therein based on the accomplishment of more detailed engineering 
studies, including hydraulic model testing. The principal additional feaure of 
the more detailed plan of the district and division engineers is the control struc- 
ture at the head of the Cascades, whch structure has since been found necessary 
for preserving the scenic beauty of the falls and to permit efficient power 
generation. Another variation is that because of changes in the level of the 
Maid-of-the-Mist Pool which will result from the increased diversions, it has 
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been found desirable to reconsider the original plans of the Bureau of Power for 
reuse of that portion of the flow going through the existing Schoellkopf plant. 
This problem is still under study. 


SECTION V. CORPS OF ENGINEERS’ STUDY OF REGULATION OF GREAT LAKES 


The Committee on Public Works of the House of Representatives on June 26, 
1952, adopted a resolution directing the Corps of Engineers to undertake a de- 
tailed coordinated study of the Great Lakes water levels with a view to deter- 
mining the advisability of local flood-protection measures and the feasibility 
of a plan of regulation of the levels of the Great Lakes that will best serve all 
interests, including the reduction of damage to shore properties, the use of the 
Great Lakes for navigation, and the use of the storage and outflows from the 
Great Lakes for power development. 

Utilization of the storage capacity of the upper Great Lakes for power de- 
velopment at Niagara Falls is an important part of this study. It will deter- 
mine the additional capacity which can be developed by lake regulation over and 
above the initial phases of the power project contained in the plan recommended 
by the district and division engineers . 


SECTION VI. CONCLUSION 

Niagara River furnishes the greatest concentration of hydroelectric power 
potential in the United States. The site characteristics are exceptionally favor- 
able for the development of the low-cost power, because of large dependable 
flow and a potential head of over 300 feet. Existing power demand in the area 
to be served will absorb all the power as rapidly as it can be developed. At 
present this great natural resource is being wasted, insofar as authority for 
additional power diversion has now been made available. Therefore, this major 
power redevelopment should be constructed as soon as practicable. Further, it 
should be developed in accordance with a plan that will best utilize the power 
potential at the site, including provision for possible lake regulation, and at the 
same time adequately provide for other requirements specified in the 1950 treaty. 
The engineering studies completed and under way by the Corps of Engineers pro- 
vide a plan under which such development can be undertaken 

Colonel Garers. Thank you, sir. 

I do not know how familiar all of you may be with regard to the 
geography and the relationship of the vicinity of Niagara Falls, but 
I have here a map which shows the Buffalo River down to Queenston. 

Mr. Donvero. Will you turn that around a little more, Colonel, so 
that all the members can see it ? 

Colonel Garces. The Buffalo River is 36 miles long and is the con- 
nection between Lake Erie and Lake Ontario. It carries the vast 
runoff of the four western Greak Lakes, Superior, Michigan, Huron, 
and Erie. It carries this runoff over and through the escarpment 
which separates or lies between Lakes Erie and Ontario. 

Mr. Donpero. You had better orient the members as to the rivers. 

Colonel Gargrs. All right. 

This is the eastern end of Lake Erie, with the city of Buffalo lo- 
cated here. The river continues on to Lake Ontario, which is not 
shown on thischart. Lake Ontario is about s*x miles north of Queens- 
ton, which is the last point shown on this map. I was speaking first 
of the runoff which the Niagara River carries. 

Records have been kept for 90 years, and based on those the average 
annual flow which may be expected in the river is 200,000 cubic feet 
per second. We normally refer to this as second-feet. The monthly 
average flow sometimes reaches as high as 240,000 second-feet and 
rarely gets below 160,000 second-feet. 

The reason this flow is so steady and dependable is because there 
is such a great storage capacity in the Great Lakes system. 
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Now as to the characteristics of the river. From Buffalo to the 
head of the Cascades—— 

Mr. Donprro. Point out where the falls are so they can locate the 
other points. 

Colonel Garces. From Buffalo to the head of the Cascades, which 
are just above the falls, which are located here, is a distance of 22 
miles. The fall of the river in that distance is 10 feet. There is a 
navigation canal—the Black Rock Canal—which carries navigation 
and water traffic past the rapids, which are just north of the Peace 
Bridge, which is at Buffalo. 

The drop at the lock of this canal is 5 feet. This is Grand Island, 
which is an American island, the boundary running in that manner. 
Grand Island separates the river into the Canadian channel and the 
American channel. ‘The Cascades, 22 miles below Buffalo, are 1 mile 
in leneth and the drop in the river over the Cascades is some 60 feet. 
Che river is divided at the brink of the falls by Goat Island, so we 
have a Canadian Cascades on this side and an American Cascades on 
that side. Likewise we have an American Falls and a Canadian 
Horseshoe Falls. 

The American Falls takes about one-tenth of the flow and the Can- 
adian Niagara about nine-tenths. The American Falls is about 1,000 
feet long and the horseshoe has a perimeter of about 2,500 feet. 

The drop over the falls into the Maid of the Mist Pool is 160 feet. 
In the next 6 miles of river, which carries us down to Queenston, 
there isa drop of some 90 feet. 

Now, 2 miles below the Maid of the Mist Pool is the famous Whirl- 
pool. The river flowing from the Maid of the Mist Pool down to 
(Queenston and Lewiston on the American side, flows through the 
famous Niagara River Gorge, which has nearly vertical cliffs about 
500 feet high. 

Beyond Queenston the river widens and proceeds the remaining 6 
miles to Lake Ontario, with a drop of only 5 feet. So overall the 
difference in elevation in Lake Erie and Lake Ontario is about 325 
feet, of which some 310 feet is available for hydro power development. 

So much for the general description. The falls have been a great 
attraction, as we all know, for tourists, and for industry since the early 
part of the 19th century. 

Mr. Donpero. What is that red line on the map there, Colonel ¢ 

Colonel Garces. I come to that later. It is the open canal which 
would carry water from the Grass Island Pool to the proposed high- 
head power development. 

I was going to speak now of the things that have happened through- 
out the last century which had marred and desecrated the beauties of 
Niagara Falls, and the steps taken by various interests to try to restore 
the defacement and see that it does not happen. 

In the latter part of the 1800's the State of New York and the Do- 
minion of Canada became aware that the great natural beauty in the 
vicinity of the falls was being ruined, so both the State of New York 
and the Canadian Government arranged to have park projects which 
would develop the shorelines and try to retain the natural beauty. 
There was the Burton Act passed by the Congress of the United 
States in 1906, which took notice of the fact that it was necessary to 
do something to preserve the beauty of the falls and also to regulate 
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Now as to the characteristics of the river. From Buffalo to the 
head of the Cascades—— 

Mr. Donpero. Point out where the falls are so they can locate the 
other points. 

Colonel Garces. From Buffalo to the head of the Cascades, which 
are just above the falls, which are located here, is a distance of 22 
miles. The fall of the river in that distance is 10 feet. There is a 
navigation canal—the Black Rock Canal—which carries navigation 
and water traffic past the rapids, which are just north of the Peace 
Bridge, whic hi is at Buffalo. 

The drop at the lock of this canal is 5 feet. This is Grand Island, 
which is an American island, the boundary running in that manner. 
Grand Island separates the river into the Canadian channel and the 
American channel. ‘The Cascades, 22 miles below Buffalo, are 1 mile 
in leneth and the drop in the river over the Cascades is some 60 feet. 
The river is divided at the brink of the falls by Goat Island, so we 
have a Canadian Cascades on this side and an American Caseades on 
that side. Likewise we have an American Falls and a Canadian 
Llorseshoe Falls. 

The American Falls takes about one-tenth of the flow and the Can 

Niagara about nine-tenths. The American Falls is about 1,000 
feet long and the horseshoe has a perimeter of about 2,500 feet. 

The drop over the falls into the Maid of the Mist Pool is 160 feet. 
In the next 6 miles of river, which carries us down to Queenston, 
there isa drop of some 90 feet. 

Now, 2 miles below the Maid of the Mist Pool is the famous Whirl 
pool. The river flowing from the Maid of the Mist Pool down to 
(Jueenston and Lewiston on the American side, flows through the 
famous Niagara River Gorge, which has nearly vertical cliffs about 
300 feet high. 

Beyond Queenston the river widens and proceeds the remaining 6 
miles to Lake Ontario, with a drop of only 5 feet. So overall the 
difference in elevation in Lake Erie and Lake Ontario is about 325 
feet, of which some 310 feet is available for hydro power development. 

So much for the general description. The falls have been a great 
attraction, as we all know, for tourists, and for industry since the early 
part of the 19th century. 

Mr. Donprro. What is that red line on the map there, Colonel 4 

Colonel Garces. I come to that later. It is the open canal which 
would carry water from the Grass Island Pool to the proposed high- 
head power development. 

I was going to speak now of the things that have happened through- 
out the last century which had marred and desecrated the beauties of 
Niagara Falls, and the steps taken by various interests to try to restore 

the defacement and see that it does not happen. 

‘In the latter part of the 1800’s the State of New York and the Do- 
minion of Canada became aware that the great natural beauty in the 
vicinity of the falls was being ruined, so both the State of New York 
and the Canadian Government arranged to have park projects which 
would develop the shorelines and try to retain the natural beauty. 
There was the Burton Act passed by the Congress of the United 
States in 1906, which took notice of the fact that it was necessary to 
do something to preserve the beauty of the falls and also to regulate 
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and control the diversions from the river for power purposes. This 
act assumed jurisdiction of the waters in the river to the boundary 
line and specifically took measures to control and regulate the 
amount of diversion. 

The act limited the diversions at that time to what was then being 
taken out by exist ing enterprises. 

After the Burton Act the next important event was the treaty of 
1909, which is called the Boundary Waters Treaty. ‘This treaty estab- 
lished the International Joint Commission as the agency consisting 
of both Canadian and American members which would have jurisdic- 
tion over the uses of the boundary waters. The two Governments 
refer to that Commission matters which have to do with boundary 
waters. 

The treaty of 1909 increased, but limited the amount of waters that 
were authorized to be diverted for power. The increased amounts 
were 20.000 second-feet for the American side and 36,000 for the 
Canadian side. 

The treaty of 1909 provides the basic permanent authorization for 
diversions until the recent treaty of 1950. 

In 1925 and 1926 the two Governments became concerned about the 
deterioration of the falls due possibly to the diversions and erosion 
which were causing a recession of the crest of Niagara Falls. Soa 
Special International Niagara Board was appointed to make a study 
of the conditions and what were causing them. 

The report of the International Board was rendered in 1930 to the 
two Governments and was published in the United States as Senate 
Document No. 128 of the 71st Congress, 2d session. The report of this 
International Niagara Board indicated that in order to preserve and 
enhance the beauty of the falls it would be necessary to better distrib- 
ute the water over the crest so as to give an unbroken ecrestline and 
therefore a more beautiful spectacle. This was to be accomplished by 
excavations and weirs in the cascades. 

In the event of additional diversion the Board felt, and so reported, 
that it would be necessary to have a submerged weir above the head 
of the cascades in order not to lower the pool, which would have the 
effect of letting less water 20 over the American Falls. 

Mr. Donprro. Where do we get authority to take extra water out 
of the river, in connection with the hearing of this proposed legis- 
lation ? 

Colonel Garces. The treaty of 1950 covers that. 

Mr. DonpDERO. Do Canada and the United States take out equal 
amounts ¢ 

Colonel Garces. Yes. They are each entitled to one-half as their 
share, but either Nation which does not use the full portion of its 
share surenders the right to the unused portion until they are ready 
to use it, and it goes to the other country. 

Mr. Donpero. In other words, if we do not use it then Canada will 
use our portion of the water ? 

Colonel Garces. That is correct. Yes, sir. 

The treaty of 1950 differed from previous authorizations in that 
rather than prescribing the amount of water that could be taken out 
in fixed amounts, it prescribed the amount of water that must remain 
in the river and go over the falls, based on the minimum requirement 
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to create an adequately beautiful spectacle. Those amounts are 100,000 
second-feet during the daylight hours of the tourist season, so-called ; 
and 50,000 second-feet during the night hours of the tourist season, 
and during the nontourist season in the wintertime, exc ept that more 
than 50,000 second-feet must go over as necessary to flush ice out of the 
cascades and out of the lower rapids. 

I do not know whether it is necessary to tell you what the daylight 
hours and night hours are, but from 8 to 10 for a certain period and 
then 8 to 8 for another period, eastern standard time, and the tourist 
season runs from about April 1 to October 31. Hence, more water 
is available for power during the winter and during the nighttime. 

The question then arises as to how much water can be taken out. 
That has been calculated. It is a variable amount, depending on the 
river flow, which varies. It is variable also because of the time of 
the day restrictions of the treaty of 1950. It is variable also based on 
cyclic changes, which means changes that occur in cycles over periods 
of years. 

Mr. Donpero, What is the average amount? 

Colonel Garces. The average amount is 130,000 second-feet. 

Mr. Donpvero. Is this your map over here also! 

Colonel Garces. Yes. Each country then would have 65,000 second- 
feet to use; and if they do not use it then the unused portion of their 
share may be used by the other country until the first country is ready 
to use it. 

Mr. Donprro. Is there any of that water now being used for indus- 
try or municipal purposes ? 

Colonel Garces. The water in excess of the 100,000 or 50,000 which 
goes over the falls may be used for power, exclusive of what is neces- 
sary for domestic and sanitary uses, and the water required for navi- 
gation of the canals, such as the New York State Barge Canal. 

Now, the 1950 treaty also recognized the fact that additional reme- 
dial works were required to preserve and enhance the beauty of Niagara 
Falls, and gave the responsibility to the International Joint Com- 
mission to ee the nature and design of such remedial works 
and to recommend it to the two governments: and after they had 
been approved, to sapeoviae the construction of them. ‘The Inter- 
national Joint Commission, in carrying out its responsibility, ap- 
pointed an Engineering Board, that is, an International Engineering 
Board, which has made exhaustive studies with models, and surveys 
on the ground, and just recently, in March 1953, rendered its engi- 
neering report to the Commission. 

Prior to that, in November 1952, the Commission witnessed a mode] 
demonstration of these remedial works and at that time gave their 
general approval. 

I think just yesterday the International Joint Commission sub- 
mitted its report to the two governments as to what they think should 
be done. 

Mr. Donprero. Whether the Government develops this power or 
private industry, will those works have to be built ? 

Colonel Garces. Yes, sir. And it is prescribed in the bill before 
you that those works will be paid for by whoever is permitted to 
make the development. 

Mr. Donvero. Are there any questions? Anybody on my left? 
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(No response. ) 

Mr. Donprero. Anybody on my right? 

(No response. ) 

Mr. Donpero. Senator, have you any questions ? 

Colonel Garces. I have not yet covered my whole story, if I may 
continue. 

Mr. Donvero. You may proceed. 

Colonel Garces. After giving you the general description of the 
river and the general provisions of the treaty of 1950, my next topic 
is engineering “studies which the Cor ps of Engineers has made in con- 
nection with the development of more power at Niagara Falls and 
its effect on other water users. 

I think it was by resolution of the Public Works Committee of the 
Senate in June 1951 that the Corps of Engineers was asked to make 
these investigational studies, and the Great Lakes division and 
Buffalo district were the agencies in the field which made these studies. 
This resulted in a recommended plan which was submitted in De- 
cember of 1951 to the Board of Engineers for Rivers and Harbors, and 
at that time a public notice was issued by the division engineer stating 
the recommendations and conclusions on the report. The report is now 
still in the hands of the Board of Engineers for Rivers and Harbors 
for consideration. In the meantime additional studies are going on to 
give consideration to certain objections to the plan that were offered 
by local interests, and also to give further study and supplementary 
data to certain points which were raised by the Board of Engineers for 
Rivers and Harbors. 

That report and the plan that it embodied were generally along 
the lines of the Bureau of Power of the Federal Power Commission 
plan of 1949, which I think is mentioned as the guide for the develop- 
ment. I believe the bill states that any plan of development shall be in 
general conformity with the Bureau of Power’s 1949 re port. 

The plan of the district and division engineers is in conformity 
with that report of the Bureau of Power, but we feel that our plan 
carries their plan a little further, with certain refinements and certain 
extensions. 

The plan of the field officers of the Corps of Engineers for develop- 
ment has five major features: 

A high-head power unit down at Lewiston; 

A pump storage reservoir about 1 mile east of Lewiston; 

A control structure at the Grass Island Pool above the Cascades ; 

A control dam at the mouth of the Niagara River at Buffalo; and 

Integration of the proposed development with the existing 
development. 

The studies were not carried to the extent that the engineering and 
economic justification of the ultimate plan was completely demon- 
strated. However, three of the major features of the ultimate plan 
are definitely feasible and should be started at once, namely, the high- 
head power plant at Lewiston; the control structure at the Grass 
Island Pool; and the pump storage unit, which, incidentally, is for 
the purpose of taking advantage of the increased diversions duri ing 
the nighttime and stor ing them so that they can be used in the daytime 
when the peak load for power is felt. 

Since the storage reservoir is at a high elevation and you cannot 
cause water to flow directly to it, a part of the water which is brought 
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down in the open ditch or tunnels, whichever it may be, is pumped 
up into the storage reservoir. ‘That requires a 530,000 horsepower 
unit. 

Senator Busu. Who does that? 

Colonel Garces. The people who make the development. 

Senator Busu. This is all proposed then ? 

Colonel Garcrs. Yes. 

Senator Busu. It has nothing to do with the existing development é 

Colonel Garces. Oh, no. I have not explained the existing develop- 
ment. Iwas going to do that. 

Senator Bus. All right. 

Colonel Garces. The energy that it takes to pump this water into 
the storage reservoir is recovered to some extent because the pumps 
will also be designed as turbines. When the water is brought down 
again it will create electric energy which will not equal, but which 
will come close to the energy required to put it up there. 

On page 6 of my prepared statement is a table which shows you 
the listing of the present developments and their capacities. There 
are two e ee plants on the American side indicated on the chart 
at points A and B. On the Canadian side they are indicated at points 

' D, E, and F. The first plant that was built to use the water of 
Niagara Falls was the Adams plant, shown here at A. It was built 
about the turn of the century, just before 1900, I believe. It had 
water which runs through turbines in pits 135 feet deep and develops 
80,000 kilowatts. The water, after passing through the turbines, goes 
through a tunnel and exits in the Maid of the Mist Pool just above 
the Rainbow Bridge. 

The Schoellkopf plant at point B is located on the cliff there at 
the Maid of the Mist Pool, and it develops 365 kilowatts under a head 
of 215 feet. 

Mr. Donprro. You do not mean 365 kilowatts, do you? You mean 
565,000 kilowatts, do you not ? 

Colonel Garcss. Yes. 365.000 kilowatts. 

The water used by those plants is some 32,500 second-feet. That is 
what they are authorized to use. That is what they were authorized 
to use up until the 1950 treaty. 

On the Canadian side there is the Toronto plant, which is shown 
ere at point C, which has a capacity of 108,000 kilowatts. It takes 
its water out of the Cascades, and after it passes through the turbines 
it comes out and is discharged under the Horseshoe Falls. 

The Rankine plant is located here at point D and was built shortly 
after the Adams plant, and is similar in design. It also develops the 
same kilowatts as the Adams plant, that is, 80,000, and discharges into 
the Maid of the Mist Pool. 

The Ontario plant is on the Canadian cliff alongside the Maid of the 
Mist Pool. It gets its water from a tunnel up here [pointing] and 
discharges directly from the plant. 

The most modern of the electric powerplants on the Niagara River 
is the Sir Adam Beck plant No. 1 located down at Queenston. It 
develops 373,000 kilowatts under a net head of 294 feet. It is the 
only plant which now takes advantage of the full available head. 

However, the Canadians in anticipation of authorized ine — d di- 
versions are building upstream from the Sir Adam Beck No. 1, a 
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new unit, to be called Sir Adam Beck No. 2. It will develop 1,200,000 
kilowatts. It is now under construction and they expect to have their 
first units on the line in 1954 and the whole thing complete in 1956. 

The water for that plant-will be conducted through tunnels with 
intakes up here at the Grass Island Pool and go for 54 miles under 
the city of Niagara Falls, Ontario, and then discharge into an open, 
uncovered canal which carries the water for an additional 244 miles 
down to the powerplant. 

Mr. Donvero. Is all that water being taken above or below the falls? 

Colonel Garces. All that water now taken is taken above the falls. 

Mr. Donpero, What does that yellow line indicate on the map / 

Colonel Garces. The yellow line is a plan to use the discharge from 
the Schoellkopf plant, some 20,000 second-feet, and run it through a 
tunnel down to what is called a lower Niagara unit. In other words, 
to recover the residual head of the water which is first used here at 
the Schoellkopf plant. 

Mr. Donprero, Whether the Government or private industry build 
it, where will they take the water out and where will the plant be 
located ¢ 

Colonel Garces. The water for the Lewiston high head plant will 
be taken out of the Chippawa-Grass Island Pool here at Conners 
Island. The lower Niagara unit you refer to in connection with the 
yellow line is a part of the ultimate development which the Corps 
of Engineers has not thoroughly satisfied itself about at this time, 
and it is part of our fifth feature, which was the integration of exist- 
ing development with the proposed development. 

Under the Bureau of Power’s plan they contemplated they would 
have 100 feet of head for that lower Niagara development. However, 
their plan was in 1949. The treaty was not until 1950. So apparently 
their engineers were not aware of the effects of the reduction of the 
level of the Maid-of-the-Mist Pool during the time when the flow over 
the falls would be only 50,000 second-feet. Our calculations showed 
us that the available head would vary from 67 to 80 feet, and the total 
amount of power that the Bureau plan developed in the lower Niagara 
unit is not available in our opinion under the conditions we have lately 
discovered. 

Mr. Fauuon. So that I can follow you better, if you will show me 
which way the water flows? 

Colonel Garces. I am sorry. The water flows north [pointing to 
map |. 

Mr. Fation. I was a little bit confused about that. I was wonder- 
ing how the water was getting up there. 

Mr. Donvero. You might indicate where the falls are on th: at map. 

* Colonel Garces. The falls are right here, sir | pointing]. Maybe I 
had better take a little time to orient you on this map. You remember 
from this map that after traversing 22 miles from Buffalo, where the 
river is fed by Lake Erie, we come to what we call the head of the 
cascades, which are just above where this control structure is indi- 
cated. Upstream from the cascades is what is called the Chippawa- 
Grass Island Pool. That is the location from which water is taken or 
will be taken for the new Canadian development, and also for the 
proposed high head American development on the lower river. 

Mr. Donprro. What is the dotted line on the map? 
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Colonel Garces. The dotted line is a location of tunnels to conduct 
this water from the Grass Island Pool down to the powerhouse where 
it will be used. ‘The full line is an alternate using open canals in lieu 
of tunnels. In the plan of the district and division engineers it was 
found that the cost of using an open canal was some $69 million less 
than by using tunnels. But there is great objection apparently on the 
part of some people to an open canal. However, that is one of the 
things we are still studying and part of our studies are to determine 
whether a combination tunnel and canal could be used, like on the 
Canadian side, using the tunnel to get across or under congested 
areas, Where there are railroad tracks and other developments of that 
sort. 

Now, a very essential feature in the Corps of Engineers’ plan which 
is not in the Bureau of Power’s plan is this control structure at the 
head of the Cascades. That is necessary because if these additional 
diversions are taken out, the elevation of this pool would be lowered 
some 2 to 4 feet, which would have a very bad effect on the falls, and 
also on the intakes of water for power from the pool. 

In order to hold that pool level up, a control structure is required 
and has been recommended by the International Joint Commission 
as a necessary feature. 

There are other studies going on by the Corps of Engineers having 
to do with lake regulation to benefit all water users. Such lake regula- 
tion would fit in with the fifth element of the plan which the Corps of 
Engineers has, and was also recognized in the Federal Power Com- 
mission’s plan to build a control dam at the head of the Buffalo River 
to give a di led capacity and more water on the seasonal changes. In 
s, Lake Erie would be used, and possibly other Great Lakes, 
if found feasible from studies now underway, as storage basins for 
additional waterpower potential. But that involves long studies, is 
quite complicated and intricate, and also requires coordination with 
and agreement by Canada. The report of the district and division 
enginers, which is before the board of engineers, recommends that the 
initial development go on without waiting for that. 

Mr. Donprro. How much money will this cost, Colonel ? 

Colonel Garces. What is that, sir? 

Mr. Donpero. The plan that you have in mind, in round figures 
what will it cost ? 

Colonel Garers. The cost of the initial development with an open, 
unlined canal head race, figured according to the April 1951 cost 
indexes, is $268,470,000. That, on an annual cost, is $13,780,000. 

The economic analysis showed that the project was justified by a 
wide margin; that the ratio-of-benefits to cost on an annual basis ig 
over 4 to 1—4.8 to 1, to be exact. 

Mr. Donvero. If you have to build tunnels, would you add the $69 
million to the figure you gave the committee, Colonel ? 

Colonel Garers. That is correct. Yes, sir. 

Mr. Donpero. Are there any questions? 

Colonel Garces. I would like to say it is prescribed in the bill that 
the cost of the remedial works be done by whoever does the project. 
Since the International Joint Commission has now made its recom- 
mendation and accepted the engineering board report, I think it is 
appropriate for me to say that the remedial works will cost roughly 
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$17,500,000, of which some $14,500,000 are for this gated-control 
structure. 

Mr. DonpEro. Would that be added to the figures you gave us? 

Colonel Garces. No, sir. The estimate given includes provision for 
$10 million for this feature. 

Mr. Donvero. How much is the total ? 

Colonel Garces. Well, sir, $268,470,000 plus $69 million, totals $337,- 
470,000. 

Now, we feel, and in fact I wish to emphasize, that the high-power 
potential here in the Niagara River is the greatest hydropower poten- 
tial in the whole United States, and it is going to waste. The reason 
it is such a wonderful location to develop hydropower is because there 
is all that lake storage up above, which results in a very steady and 
dependable flow. There is 300 feet and up to 310 feet, perhaps, of 
head to use in generating hydroelectric power ; and, there are areas in 
the Northeastern United States and southeastern Canada that are just 
crying for cheap electric power—not to replace what they have but to 
augment it. 

Any plan should be thoroughly integrated with all existing power 
developments, so that the hydropower can be used to carry the peak 
load of steam plants and other available electric sources 

Mr. Donprro. Did the committee understand you correctly to say 
that if the United States does not use this additional water granted 
to us under the treaty of 1950, Canada has the right to use it? 

Colonel Garces. That isexactly right. Yes,sir. The only require- 
ment of the treaty, as far as not taking the water is concerned, is that 
these rates of 100,000 second-feet and 50,000 second-feet must go over 
the falls, the 50,000 being augmented, if necessary, to flush ice in the 
winter season. And the 130,000 second-feet which will be available for 
power, less whatever is needed for domestic and sanitary uses, is avail- 
able to either country if the other country does not develop it. If both 
countries developed it, each can use up to half of the total amount, 
which is its share. 

Mr. Donprro. Is Canada going ahead to use that extra water? 

Colonel Garers. Very definitely, sir. It has been figured roughly 
that they can use, instead of the 65,000 second-feet, which is their half 
share, up to 91,000 to 97,000 second-feet if all of their existing plants 
and the new developments are operated fully at the same time. It 
would be rather an unusual condition, however. 

Mr. Fation. Colonel, do you have any deadline on when this water 
should be used by C ne ada or the United States? 

Colonel Garers. I do not quite understand the question, sir. 

Mr. Fauxion. I mean to say, if the United States does not use it, then 
Canada can. Is there any time limit specified on when it should be 
used ¢ 

Colonel Garces. Well, they can use it today as I understand it, with 
the proviso that the remedial works are constructed to go along hand 
in hand with the additional diversions, so as to protect the appearance 
of the falls. When they get their new Sir Adam Beck deve slopme nt, 
which they say is going to be partially in operation in 1954, and fully 
in operation in 1956, they can take more than their share of the water. 

Now, you may ask why are they building plants which will take more 
of the water than is going to be available. Some of these plants, the 
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cascades plants, are rather antiquated, and not as efficient as the new 
plants. They might abandon these plants, or at least hold them in 
standby, and use them only when necessary when these plants might be 
shut down for repairs. 

Mr. Donprero. Has our Government any plant there now in opera- 
tion for the development of electric power ¢ 

Colonel Garces. No, sir. 

Mr. Donpero. Is private industry there? 

Colonel Garces. Private industry—the Niagara-Mohawk Power 
Co. developed the Schoellkopf plant and the Adams plant. 

Mr. Donvero. How long have they beer there ? 

Colonel Garces. The Adams plant was built about 1890, and the date 
for the Schoellkopf plant I do not recall at the moment. 

Mr. McWuorter. About 35 years ago. 

Mr. Donvero. I might say that the clerk gave me the figures. The 
figure is about $355 million. 

Colonel Garces. Approximately, yes, sir. My figure is about $338 
million. But I must remind you that is based on 1951 prices and the 
cost indexes are reported by the Engineering News Record continue 
to rise. I think that index is up about 9 percent now from April 1951. 
So probably you had better add 10 percent. 

Mr. Fation. Colonel, when the lower Niagara plant on the Cana- 
dian side is operating 100 percent, and the proposed plants on the 
American side are operating 100 percent, is there sufficient water flow- 
ing for both plants ¢ 

Colonel Garces. No, sir. I do not think they would all be operating 
100 percent at the same time. I think later witnesses can probably 
answer that question more accurately. I can consult here to give you 
a better answer. 

Mr. McWuorter. No; they would not. 

Colonel Garces. The gentleman here from the Federal Power 
Commission advises me that they would not. 

Mr. Fauion. And there would not be enough water ¢ 

Colonel Garces. There would not be enough water, but that condi- 
tion would never prevail. They would never all operate at the same 
time at full capacity. 

Mr. Farron. Suppose they were operating at 80 percent capacity / 

Colonel Garces. Well, it would take a little calculation to answer 
that. On page 6 it shows the amount of water which is the average 
daily usage of the various plants. If you will look on page 6 of my 
prepared statement you will notice that the third column shows, “Av- 
erage daily usage,” for all existing plants. It totals about 84,000 sec- 
ond-feet. 

The water requirements for the new Adam Beck and the proposed 
Lewiston plant might run some 40,000 second-feet each. 

To answer your question, there won’t be enough water to operate 
them all at full capacity all the time. 

Mr. Donprro. Are there any questions? 

Mr. Brecker. Mr. Chairman. 

Mr. Donvrro. Mr. Becker. 

Mr. Brecker. To follow Mr. Fallon’s question up, approximately 
what would be the total capacity of these plants percentagewise if 
they were operating at the same time? 
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Colonel Garces. The total capacity percentagewise, you mean / 

Mr. Becker. Yes. 

Colonel Garces. Of their full capacity ? 

Mr. Becker. You say they cannot operate at full capacity with the 
water available. So what would be the percentage of power the “y could 
operate at one time with the water available ? 

Colonel Garces. The percentage of their rated capacity, I presume 
you mean ¢ 

Mr. Becker. Yes. 

Colonel Garces. Pardon me while I consult. 

After conferring with my assistants here, the answer depends on 
the river flow. We have variable river flows, and when the river is 
flowing, let us say, at the upper range—you may recall, I stated you 
could count on 200,000 second-feet as an annual average and that the 
monthly flow sometimes went up to 240,000 and rarely got below 160,- 
000. Under the best conditions each country might be drawing as 
much as 100,000 second-feet, which would use about the full capacity 
of all plants if they were operating at their rated capacities. But if 
they take each 100,000 second-feet out of the river then there must be 
a flow in the river of 250,000 second-feet at least in order to meet the 
requirement of the 1950 treaty that the flow over the falls never be 
less than 50,000 second-feet, even during the night and during the 
winter 

Mr. Fanon. Colonel. how much water is coing to be in those stor 
age reservoirs ¢ 

“( ‘olonel Garers. 30,000 acre-feet. An acre of water 1 foot dleep is 
an acre-foot. 

Mr. Fatiton. When you use the reservoir water the Canadian plants 
will have the same benefit. 

Colonel Garces. They have recently released information that thev 
plan to have a pump-storage reservoir on their side too. I think it 
was a few weeks ago, 

Mr. Fation. Colonel, what does that land consist of up there? Is 
that farmland ? 

Colonel Garers. It is farmland, generally, sir. 

Mr. Donpero. That is figured in the cost which you gave us? 

Colonel Garcrs. Yes, sir. 

Mr. Mack. Mr. Chairman. 

Mr. Donprero. Mr. Mack. 

Mr. Mack. For this expenditure of $268 million, how many addi- 
tional kilowatts of installed capacity can you get ? 

Colonel Gareers. We estimated 1,300,000. 

Mr. Mack. That would be about 9 billion kilowatt-hours of elec- 
tricity ¢ 

Colonel Garces. I have some figures on that. The average annual 
energy by the proposed initial development is calculated at 8.6 billion 
kilowatt-hours with the open unlined canal. With the tunnels the 
average annual energy with 2 46-foot-diameter canals would be 8.4 
billion kilowatt-hours. The present Schoellkopf and Adams plants, 
for comparative purposes, with 32,500 second-feet of water, create 
3.8 billion kilowatt-hours. That gives some comparative figures. But 
the rated capacity in kilowatts cannot be translated directly into bil- 
lions of kilowatt-hours because it is variable. You do not use the 
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full rated capacity day in and day out. There are several factors 
involved. 

Senator Busn. Before you conclude, would you just summarize 
now if this bill is passed, just exactly what the licensee will be ex 
pected to do under this act? Just summarize it briefly. That is, 
in the way of new construction. 

Colonel Garces. The letter that General Chorpening read men- 
tioned that the Secretary of the Army felt that section 2 of the bill 
should be revised to insure that in the granting of the license, by the 
Federal Power Commission, provision be made that the full ultimate 
development is possible in the design of the initial development. And, 
further, that whoever develops it, will, in accordance with the bill, be 
required to bear the United States share of the cost of the control 
structure. Also we would be expected to operate in such a manner as 
to meet the primary purpose of the treaty of 1950, which is to preserve 
and enhance the beauty of Niagara Falls. 

Further, that the best designs and plans should be made to 
the most out of the water that is available. 

Senator Busu. That is not very specific. Can you be more specific ? 
I would like to visualize, while we have that map before us, just what 
improvements can be expected to be made on the river and its en- 
virons if the licensee gets this license from the Federal Power Com- 
mission, that is, as directed by this bill. 

Colonel Garces. The initial development would comprise a high- 
head plant in the lower river in the vicinity of Lewiston; a pumped 
storage reservoir to take advantage of the increased diversion during 
the night hours; a control structure at the head of the cascades and 
below the Grass Island Pool, to insure that the beauty of the Ameri 
can Falls is not deteriorated. 

Senator Busn. That is about it. 

Colonel Garces. That is about it, except in designing the initial 
development provisions should be made to expand to use more water 
if and when more water may become available due to lake regulation. 
And, further, if it is possible and economic to develop the residual 
head from the Schoellkopf plant, that that likewise be developed by 
whomever gets the license, if that is found to be desirable. Further 
study is necessary on this point. 

Mr. Streep. Mr. Chairman, I would like to ask a couple of questions. 

Mr. Done ro. Are you through, Senator / 

Senator Busu. Yes, sir. 

Mr. Donpvrro. Thank you. 

Mr. Sreep. Colonel, when the American installation is built what 
happens to these old, privately owned plants? Do they continue to 
operate ¢ 

Colonel Garces. The license, I believe, for the Schoellkopf plant 
extends to 1971. It is a 50-year license which I believe was granted 
in 1921. The granting or renewing of licenses is a function of the 
Federal Power Commission and not of the Corps of Engineers, of 
course. I suppose that primarily it will be a decision of the owners 
of the i ility, and, secondly, of the Federal Power Commission. 

Mr. Sreep. In the construction of the control structure, does Canada 
participate in the cost of that ? 
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Colonel Garces. Yes, sir. We each pay half of the cost. At least 
that is the recommendation of the International Joint Commission 
to the two Governments. 

Mr. Becker. I would like to ask one question following up the mem- 
ber’s question. 

Does it make any difference, irrespective of who gets the license, 
as to who will have to build the intake tunnel or the canal? It isa 
difference of $69 million. 

Colonel Garces. No, sir. If the license is given to private enter- 
prise and they want to spend the extra money for tunnels, I do not 
think that it would be appropriate to tell them they could not. The 
extra cost might be reflected in their rates. 

Mr. Donprro. The Chair announces that that is a straight quorum 
call. What is the wish of the committee? I suggest those who wish 
to answer the quorum call do so and let us proceed as rapidly as we 
can because of the large number of witnesses who are here from long 
distances. 

Colonel Garces. I might try to answer the last question more fully 
if you would like. 

As far as I know, the only reason the district and division of en- 
gineers recommended the canal instead of the tunnels is because we 
in the Corps of Engineers traditionally try to give the public or the 
taxpayers the minimum requirements for the least dollars. A very 
substantial saving and higher benefit-cost ration results by using a 
canal instead of a tunnel. If the esthetics, maybe nationtal defense, 
and the feelings of the people who might not like a canal, are such 
that it is appropr iate to use a tunnel instead of a canal, I do not think 
that the Corps of Engineers would insist on a canal. The full report 
of the Corps of Engineers has not yet been completed. 

Mr. Becker. There would be no control in the beginnine—in other 
words, when a license is granted, if it were granted to a private in- 
dustry—as to whether or not they would have to use one or the other ? 

Colonel Garces. I think the license should prescribe the design and 
the plan be submitted to the Federal Power Commission. I believe 
existing law requires that. And, to other interested Federal agencies 
to comment upon and approve. 

Senator Busn. Does that include the engineers? I was going to 
follow up the gentleman’s question and ask if that other agency would 
include the Army engineers. 

Colonel Garces. The C orps of Engineers is interested because if 
this Grass Island Pool is lowered and the control structure is not 
built, it will affect the project depth of a navigable channel in the 
Niagara River up near Tonawanda, which is the end of the dee »p-draft 
navigation. We maintain a channel there, for about 5 million tons 
of commerce at a 21-foot project depth, with a 12-foot channel con- 
tinuing down to Niagara Falls, N. Y. 

If the Grass Island Pool were lowered by improper construction 
or operation of that structure, it would have the effect of a lowering 
of 1 foot at Tonawanda. With lake vessels 1 foot less draft means 
a considerable number of dollars. Even one-tenth of a foot less 
would necessitate a lighter load. The interests of navigation do 
come into this problem. The International Joint Commission, which 
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has the responsibility of preserving and enhancing the beauty of the 
falls, is also involved. 

The Engineering Board, which the International Joint Commission 
appointed to make oe for them, does have a Corps of Engineers 
officer as a member of it. My district is part of the working force 
which has had a hand io determining what remedial works are neces- 

sary to preserve and enh ance the beauty of the falls. 

The Government or Federal interest is definitely in preserving or 
enhancing the beauty of the falls, and insuring that the diversion of 
water is properly controlled and regulated for the benefit of other 
water users, as required. 

Mr. OxakMANn. What is the distance from the Conners Island intake 
to the Lewiston plant? What is the distance of the proposed open 
canal running between those two points, Colonel ? 

Colonel GArcgs. 4.8 miles, sir. 

Mr. OakMan. What is the proposed depth of this open power canal ? 
How deep will the water be ? 

Colonel Garces. I will try to answer that and ask Mr. Weinrub, 
my assistant, to correct me if Iam wrong. It has a 125-foot bottom 
depth ¢ and sloping sides, and goes on a certain gradient, and therefore 
its depth from ground surface level is variable. 

Mr. Weinrus. Yes, sir. It would be about 67 feet deep at the 
upper end. 

Colonel Garces. That is the depth of water ? 

Mr. Wernrvus. Yes. 

Mr. Oaxman. This will create a public hazard that will have to be 
carefully guarded with proper fencing to keep children, and cattle, 
and so forth, from falling into it, will it not? 

Colonel Garces. That is correct. There is already such an open 
canal down to the Schoellkopf plant. It is not. as big as the one con- 
templated here. It does not carry as much water. 

Mr. Oaxman. In the big cities I know there is hardly a day when 
some child is not drowned in a small excavation for just a single 
home, where there is maybe just a foot or two of water. Of course, 
we do build fences such as that along the Pennsylvania Turnpike for 
hundreds of miles. That is just a thought. 

Colonel Garers. It is basically a question of economics, I think, 
the canal versus the tunnel—economics and esthetics. 

Senator Busu. The whole purpose of the canal or the tunnel is to 
supplement the water supply at the powerplant down there. Is that 
right ? 

Colonel Garces. Not to supplement it, sir, but to provide it. All 
of the water used in the powerplant will come right through that 
intake. 

Senator Busn. All of it? 

Colonel Garages. Yes, sir; all of it. 

Senator Busu. I did not appreciate that. 

Colonel Garces. The water is taken here at Conners Island and 
goes down the canal or tunnels to the powerplant and is discharged 
into the lower river. That which is more than necessary in the night- 
time is pumped to the storage reservoir; it reaches here and is pumped 
up to that elevation, and the next day it comes down through the 
turbines and generates power here, and then flows over here to the 
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main powerplant and generates some more power over there. All 
of the water used by the high-head plant will be taken from the 
Grass Island Pool here at Conners Island. If there is a redevelop- 
ment in the lower Niagara River of the discharge from Schoellkopf, 
then there would be water taken from the Maid of the Mist Pool 
in an amount of some 18,000 second-feet. The amount coming in 
here would average about 45,000 second-feet. 

Mr. Smiru. Mr. Chairman. 

Mr. Donvrero. Mr. Smith. 

Mr. Smiru. I wanted to ask the engineer representative some ques- 
tions about this, and I cannot very well ask the questions and answer 
the roll call. Would it be possible to have the colonel available 
later on? 

Mr. Donpvero. I think so. I hope you will come back as soon as 
possible, and all the other members, also. 

Mr. Scupper. Mr. Chairman, I want to ask a question as to the 
comparable cost of the present power supply in this area as com- 
pared with this projected plant. You aa that the ratio of cost 
to benefit on this project is about 414 to 1, which would justify it 
as being a project which would be very ollie ient compared to the 
amount of money expended. 

Colonel Garces. Four to one is what we call the benefit-to-cost ratio. 
It is figured on an annual basis and the cost is based on a certain life, 
let us say, 50 years. The annual cost is the amortization of that 
initial cost, plus the interest on the money, plus maintenance. The 
investment is retired in a certain number of years, normally 50 years. 

The annual benefit would be figured as a savings over the genera- 
tion of hydropower as compared with some other method, such as 
by steam plants. 

Mr. Scupper. I meant the efficiency of the present hydro that is 
installed as against the proposed. Would this project be more 
efficient ? 

Colonel Garces. Yes, sir. A more efficient and modern plant than 
Schoellkopf and Adams. 

Mr. Scupper. Then the power that would be developed at this plant 
would be for resale, for the displacing of power that might be neces- 
sary in other areas. In other words, the entire output would not be 
necessary in the immediate vicinity, would it? 

Colonel Garces. I understand there is a sufficient present demand 
for all of the power that can be generated by this new development. 
It would not cause any other power-generating unit to go out of 
business. People who have made market studies, say unequivocally 
that there is a crying demand for all of the power that you can get. 

The Corps of Engineers’ design is based on integrating this new 
power into all existing producers of power, and in the distribution 
thereof, so that there will be an integrated system. 

Mr. Scupper. That is the question I desired to bring out: It would 
used to integrate the present systems so that everybody would get the 
benefit from the aaa developed by this project. 

Colonel Garors. That is correct. 

Mr. Scupper. T his arr angement would spread the benefits to a large 
segment of the area because of the efficiency of the output. All agencies 
involved would be getting benefit out of the power development. 


84300—53—— 3 








30 NIAGARA POWER DEVELOPMENT 


Colonel Garces. That is a little bit out of the Corps of Engineers’ 
province, sir. 

Mr. Donprero. How long would it take to construct this project ? 

Colonel Garces. From the time authorization is granted and the 
money is available, we feel that it could get started within a maximum 
of 6 months. From the time construction started the first unit would 
be on the line in about 4 years, and the complete unit in 3 more years, 
wv a total of 7 years from the date of initiation. 

Mr. Scupper. One more question. If this project is developed by 
private enterprise what part will the engineers pli Ly in this develop 
- nt, and would the work being done by the engineers be reimbursed 

by the company building the same? 

Colonel Garces. The ‘remedis il works which are necessary to pre- 
serve and enhance the beauty of Niagara Falls, namely, excavation 
on the flanks of the Horseshoe with some fill on either flank, and the 
control structure, would be done by other than the licensee, and he 
would have to pay the cost thereof. The cost of that work I have 
described would be equally shared by the two countries if the recom- 
mendation of the International Joint Commision to the two countries 
is accepted. 

Senator Bus. I am sorry. I didn’t understand. I thought you 
said he would have to pay the cost. 

Colonel Garces. He would have to pay the American share of the 
cost. 

Mr. Scupper. And the engineers would only be responsible to see 
that the water levels were kept in accordance with the contract and 
to perpetuate the beauty of the falls, and so forth; but the construe- 
tion of the project would be in private hands, would it not ? 

Colonel Garages. Yes, sir: construction of the power proj: ct would 
be in pr ivate hands, and the construction of the remedial works would 
be under the supervision of the International Joint Commission. I 
think, however, the Corps of Engineers should be afforded the op- 
portunity to review the power project plans. 

Mr. Scupper. Oh, yes. 

Colonel Garars. To indicate to the Federal Power Commisison, 
Which would grant the license, whether we thought they should be 
approved or not approved without change. It is our hope that it will 
be possible some years hence to devise a plan of lake regulation which 
will give the people a ilong the shores of the lake some range between 
which they can expect the levels of the lake to hold. R ight now they 
get flooded out. In years where tle lake levels are low they build 
right up to the edge of the water. They do not take the time to in- 
vestigate as to how high the water might come, so they get drowned 
out and get very unhappy. 

Further ae in getting money from Congress to dredge navigation 
channels, if we had more stage of water we would have to do less 
dredging, of course, 

If we could hold the rainfall over the Great Lakes drainage area 
in the lakes a little longer, and feed it out by controlled regulation 
without detriment to other interests the power plants at Niagara 
would benefit. We would like to see this powerhouse built with this 
yrovision in mind. Some thought should be given then, how to 
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expand it if an increment of additional water became available. That 
is part of the ultimate plan. 

if committed and limited on the initial plan, and more water be- 
comes available, then it may not be possible to take advantage of it. 

Mr. Donpero. Is that all? 

Mr. Scupper. That is all. 

Mr. Donpero. That is all, Colonel Garges. 

Colonel Garces. Was it desired that L be back this afternoon 4 

Mr. Donpero. Yes. If you will make yourself available after one, 
I think that would be desirable, Colonel. 

Cougressman Miller of New York and the Buffalo area, and one 
of the authors of the bill before us, H. R. 2289, will be our next wit- 
hess. 

While Mr. Miller is getting ready, the Chair might announce the 
great public interest shown in this, because the committee has received 
29 resolutions favoring the Nigara power development and has re 
ceived 67 letters favoring the development from business firms, and 
it has received 15 letters favoring the Niagara cleve lopment from local 
governments, and received 29 letters from the associated oranges, 
chambers of commerce. and associations, and 41 letters from indi 
viduals, as well as 20 communications from labor unions. 

Senator Busu. Mr. Chairman, I move that the list of those who did 
write in in connection with this legislation, pro and con, be listed in 
that manner In the record. 

Mr. Donpero. Without objection, that motion is granted and it 
will be included. I might say that these are all in favor of develop- 
ment by private enterprise. 

(The material referred to is as follows :) 


LETTERS FAVORING NIAGAKA POWER DEVELOPMENT—PRIVATI 
UNIONS 


John C. Boll, business manager, International Brotherhood of Eleectrieal Work- 
ers, 223 Smith Street, Perth Amboy, N. J 

Walter Koske, recording secretary, A. F. of L., Niagara Falls, N. ¥ 

David Jameson, financial secretary, American Federation of Grain Millers, 803 
Morgan Building, Buffalo, N. Y. 

Carl Peaters, president, IBEW, Brewster, N. Y. 

John J. Higgins, secretary, Building and Construction Trades Council, 831 
Washington Street, Buffalo, N. Y. 

Charles H. Pillard, business manager, IBEW, 915 Jefferson Street, Buffalo, N. ¥. 

Philip Brady, business manager, IBEW, 301 South Irving Avenue, Scranton, Pa. 

Gene C. McLaren, IBEW, 111 Neptune Avenue, Neptune City, N. J. 

Howard P. Woolever, secretary, Building and Construction Trades Council, 
Affiliated with A. F. of L., East Stroudsburg, Pa. 

Nunzio Cannizzuro, secretary, Journeymen Barbers Union, 269 Main Street, 
Buffalo, N. Y. 

E. J. Peck, business manager, IBEW, 214 East Fayette Street, Syracuse, N. ¥ 

J. Earl C. Kocher, business manager, IBEW, 214 Northampton Street, Easton, Pa. 

Chester E. Matson, recording secretary, IBEW, 30 South New York Avenue, 
Atlantie City, N. J. 

William J. Bradl, Buffalo Photo Engravers Union No. 4, 480 Huxley Drive, 
Buffalo, N. Y. 

Miss Florence Dreyer, recording secretary, IBEW, 3053 Main Street, Buffalo, 
Be 

William N. Dantonello, financial secretary, IBEW, 107 Hier Avenue, Syracuse, 
ute 

W. L. Ebersberger, recording secretary, IBEW, 411 14th Avenue, Beaver Falls, 

Pa. 
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Ralph O. Hearns, recording secretary, IBEW, Summit, N. J. 

Robert E. Obrist, recording secretary, IBEW, 215 Burnet Park Drive, Syracuse, 
m2. 

Herbert C. Reigel, recording secretary, IBEW, 323 West Douglass Street, Reading, 
Pa. 

Harry S. Jordan, business manager, IBEW, 1101 Main Street, Niagara Falls, N. Y. 

Edward J. Smith, secretary-treasurer, Niagara Falls Building and Construction 
Trades Council, Affiliated with A. F. of L., 1103 Main Street, Niagara Falls, 
Ms ee 

Edward W. Steller, recording secretary, IBEW, 106 College Avenue, Pough- 
keepsie, N. Y. 

Richard Laven, recording secretary, Local 1125, IBEW, 261 Water Street, 
Binghamton, N. Y. 

Herbert Schutt, president, Local 961, IBEW, Slaterville Springs, N. Y. 

Edwin Chambers, International Chemical Workers Union, Local 76, 189 Mayville 
Avenue, Kenmore 17, N. Y. 

Joseph A. Fisher, national president, Utility Workers Union of America, 400 
Sixth Street NW., Washington, D. C. 

Harry B. Martin, secretary, Central Trades and Labor Assembly, 428 East 
Market Street, Elmira, N. Y. 


BUSINESS FIRMS 


Gordon H. Smith, Mackenzie, Smith & Mitchell, Onondaga County Savings Bank 
suilding, Syracuse 2, N. Y. 

E. W. Decker, president, Decker Construction Corp., Mount Zoar Road, Elmira, 
me ae 

H. K. Annin, Caledonia Trout Ponds, Caledonia, N. Y. 

©. L. Marble, vice president, Summerbell Roof Structures, 825 East 29th Street, 
Los Angeles, Calif. 

A. ©. Friedel, president, J. F. Friedel Paper Box Co., Syracuse 1, N. Y. 

H. J. French, general agent, New York Central Railroad Co., Watertown, N. Y. 

L. F. Camp, Jr., Camp Milling Co., Inc., Walton, N. Y. 

James F. Adams, president, John A. Manning Paper Co., Inc., Troy, N. Y. 

R. F. Swett, president, A. L. Swett Iron Works, Medina, N. Y. 

©. Guy Stephenson, president, Goshen Laboratories, Inc., Goshen, N. Y. 

Frederick B. Richards, secretary-treasurer, Glens Falls Savings & Loan Asso- 
ciation, Glens Falls, N. Y. 

L. P. Smith, vice president, Morse Chain Co., Ithaca, N. Y. 

H. A. Harvey, vice president, Auto-Lite Battery Corp., Niagara Falls, N. Y. 

James P. Beardsley, Beardsley & Beardsley, 64 South Street, Auburn, N. Y. 

A. E. Schobeck, president, Jamestown Malleable Iron Corp., Jamestown, N. Y. 

Paul E. Waltz, manager, the Felters Co., 80 Arch Street, Johnson City, N. Y. 

W. F. Mitchell, plant manager, Armstrong Cork Co., Inc., Post Office Box 424, 
Fulton, N. Y. 

W. J. Merritt, president, Simplex Manufacturing Co., Ine., Auburn, N. Y. 

A. T. McKee, vice president, Strong Steel Foundry Co., Hertel and Norris Avenue, 
Buffalo,'N. Y. 

FE. J. Barcalo, Barcalo Manufacturing Co., Buffalo 4, N. Y. 

E. J. Lienert, president, Buffalo Plate & Window Glass Corp., 96-98 Seneca 
Street, Buffalo, N. Y. 

David BE. McFarlane, the Morrill Press, 215 Cayuga Street, Fulton, N. Y. 

Marshall E. Livingston, Wright & Livingston, attorneys, Newark, N. Y. 

©. F. Scheeler, Jr., president, Buffalo Wire Works Co., Inc., 320 Terrace, Buffalo, 
i me 

Ernest Child, W. H. Gunlocke Chair Co., Wayland, N. Y. 

Harold J. Roche, superintendent, E. W. Edwards & Son, Rochester, N. Y. 

Francis S. Byrne, president, Byrne Construction Co., Inc., 290 Robineau Road, 
Syracuse, N. Y. 

Donald E. Chappell, C. E. Chappell & Sons, Inc., Syracuse 2, N. Y. 

R. M. King, president, King Storage Warehouse, Inc., Erie Boulevard at South 
West Street, Syracuse, N. Y. 

Donald M. Mawhinney, Hiscock, Cowie, Bruce, Lee & Mawhinney, First Trust 
Building, Syracuse, N. Y. 

John Blears, treasurer, Hope’s Windows, Inc., Jamestown, N. Y. 

R. A. Pond, A. H. Pond Co., Inc., 120 East Washington Street, Syracuse, N. Y. 
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xzeorge L. Abbott, president, the Garlock Packing Co., Palmyra, N. Y. 

Edmund Lloyd, Lloyd’s Shopping Centers, Inc., Rural Free Delivery 3, Middle- 
town, N. Y. 

Wesley A. Nord, vice president, Union-National, Inc., Jamestown, N. Y. 

C. Everett Shults, Shults & Shults, 9 Seneca Street, Hornell, N. Y. 

John F. Marsellus, president, Marsellus Casket Co., Inc., Erie Boulevard West, 
Syracuse 1, N. Y. 

David S. Hemingway, H. C. Hemingway & Co., Auburn, N. Y. 

M. J. Reisert, treasurer, Cypress Novelty Corp., 313-424 Elton Street, Brook- 
lyn 8, N. Y. 

Paul Titchener, E. H. Titchener & Co., 67 Clinton Street, Binghamton, N. Y. 

Robert N. Peck, treasurer and comptroller, Tobin Packing Co., Inc., Rochester, 
2, aie 

John L. Nash, the Nash-McNitt Insurance Agency, 11 South Broad Street, 
Norwich, N. Y. 

N. J. Goulds, Goulds Pumps, Inc., Seneca Falls, N. Y. 

James F. Adams, president, John A. Manning Paper Co., Inc., Troy, N. Y. 

S. M. Berman, D. Berman & Son, 530-534 East 26th Street, Brooklyn 10, N. Y. 

Robert J. Trimbey, general manager, Trimbey Machines, Glens Falls, N. Y. 

Marion M. Mosher, secretary-treasurer, the Insurance Agents’ Forum of Auburn, 
National Bank Building, Auburn, N. Y. 

F, H. Waltamath, general manager, the Leader-Republican-Herald, Gloversville, 
N. Y. 

Edgar F. Wendt, president, Buffalo Forge Co., Buffalo, N. Y. 

S. M. Swenson, S. M. Swenson & Sons, 52 Wall Street, New York 5, N. Y. 

Ray C. Neal, president, R. C. Neal Co., Inc., 76 Pearl Street, Buffalo 2, N. Y. 

George E. Todd, Maritime Milling Co., Inc., 1009 Chamber of Commerce Building, 
Buffalo, N. Y. 

John Jack, chairman of the board, the Metal Arts Co., Inc., 742 Portland Avenue, 
Rochester 21, N. Y. 

Harold Lange, Lange’s Motor Service, Newark Valley, N. Y. 

Richard W. Cooney, assistant secretary, Bristol Laboratories, Inc., Syracuse, 
Pix ake 

J. M. Carter, Jr., treasurer, Ushco Manufacturing Co., Ine., 135 Tonawanda 
Street, Buffalo 7, N. Y. 

W. E. Craw, president, Buckingham Manufacturing Co., Inc., 7-9 Travis Avenue, 
Binghamton, N. Y. 

H. J. Bradbury, treasurer, William 8S. Rice, Inc., Adams, N. Y. 

F. H. Light, Clark Bros. Co., Division of Dresser Operations, Inc., Olean, N. Y. 

P. J. Spindler, Spindler Bros. Co., Ine., Olean, N. Y. 

C. A. Rennalls, supervisor, employment, the Carborundum Co., Niagara Falls, 
N. Y. 

Fredric Flader, president, Fredric Flader, Inc., 588 Division Street, North 
Tonawanda, N. Y. 

R. A. Jones, Jr., president, Oxford Filing Supply Co., Inc., Clinton Road, Garden 
City, N. Y. 

Howard D. Clark, president, Clark Real Estate Co., Inc., 100 University Building, 
Syracuse, N. Y. 

P. H. Dillenbeck, secretary, Papec Machine Co., Shortsville, N. Y. 

Norman Olsen, Weitzman’s, Cobleskill, N. Y. 

C. C. Hill, secretary-treasurer, Clark Bros. Co., Division of Dresser Operations, 
Inc., Olean, N. Y. 

R. MacDonald, Jr., vice president, General Abrasive Co., Inc., Niagara Falls, 
N. Y. 

Ralph L. Jenner, president, Insulator Co., Inc., El Roy, N. Y. 

D. K. Templeton, president, Ontario Biscuit Co., Buffalo, N. Y. 

Henry B. Holmes, vice president, Columbia Ribbon & Carbon Manufacturing 
Co., Inc., Glen Cove, N. Y. 

George W. Sessin III, secretary, the Racquette River Paper Co., Potsdam, N. Y. 

Gerald P. Hull, president, Oval Wood District Corp., Tupper Lake, N. Y. 

W. Morrison, president, Morrison-Knudsen Co., Inc., Boise, Idaho. 

Roderick Potter, president, Ellicott Square Co., Buffalo, N. Y. 

Winston C. Robbins, Robbins & White, Inc., 907 Main Street, Westbrook, Maine. 

Arthur E. Bertke, Bertke Electric Co., Inc., 885 West Sixth Street, Cincinnati 3, 
Ohio. 
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Gwilym A, Price, president, Westinghouse Electric Corp., Gateway Center, 401 
Liberty Avenue, postoffice box 2278, Pittsburgh 30, Pa. 

Miss Alyce Bernhardt, secretary, Hinman’s Corners Home Bureau, 147 Castle 
Creek Road, Binghamton, N. Y. 


LOCAL GOVERN MENT 


Homer M. Dunn, town clerk, town clerk’s office, Lisbon, N. Y. 

Edward F, Metz, supervisor, town of Amherst, Williamsville 21, N. Y. 

Walter S. Randall, supervisor, town of Colesville, rural delivery 6, Binghamton, 
N. ¥ 

John W. Tucker, supervisor, town of Kendall, Kendall, N. Y. 

Ralph J. Morrell, supervisor, town of Huron, Wolcott, N. Y. 

Ek. F. Cummings, commissioner of accounts, city of Beacon, Beacon, N. Y. 

Elvin W. Cross, supervisor, town of Essex, Essex, N. Y. 

Harry E. Weeks, chairman, board of supervisors, rural delivery 3, Dundee, N. Y. 

John H. Houck, supervisor, board of supervisors, Salisbury Center, N. Y. 

Roy H. Dunton, board of supervisorse, Yates County, Rushvile, N. Y. 

Morris Rote-Rosen, clerk, village of Granville, Granville, N. Y. 

Mayor Herbert A. Warden, Newburgh, N. Y. 

A.D. Erway, mayor, village of Watkins Glen, 303 Franklin Street, Watkins Glen, 
N. ¥ 

Elmer Grow, board of supervisors of Yates County, rural delivery, Middlesex, 
N. ¥ 

Roger H sutts, Wayne County Department of Social Welfare, 35 Williams 
Street, Lyons, N. Y. 

Robert B. Ramsay, mayor ,city of Gloversville, Gloversville, N. Y. 


INDIVIDUALS 


Mrs. Alfred J. Swanson, Post Office Box 33, Olean, N. Y. 


Walter E. Wanner, 125 North Seventh Street, Olean, N. Y 
Gord L. Black, 1108 North Cayuga Street, Ithaca, N. Y. 
A. G. Darling, 1445 Wendell Avenue, Schenectady 8, N. Y. 
George W. Beale, 11 Wood Street, Westfield, N. Y. 

T. C. Williams, 19 Sagamore Road, Wellesley Hills, Mass 


Amos R. Koontz, 1014 Saint Paul Street, Baltimore 2, Md 
J.C. Huttar, Route No. 3, Trumansburg, N. Y. 

Torrance Brooks, 39 Jefferson Street, Cattaraugus, N. Y. 
Miss Virginia B. Hulse, 9 Courtland Place, Middletown, N. Y. 
Richard A. Douglas, Route 147, Albany 4, N. Y. 

Edward A. Kearney, M. D., 201 Liberty Street, Newburgh, N. Y. 
Charles Kleist, 743 West Court Street, Rome, N. Y. 

Charles W. Layne, M. D., 246 Grand Street, Newburgh, N. Y. 
William R. Heath, 119 Wingate Avenue, Buffalo, N. Y. 
Howard W. Tower, 432 Seventh Street, Brooklyn 15, N. Y. 
John Bertrand, Batavia, N. Y. 

Miss Helen A. Yaw, 125 Brad Street, Box 354, Jamestown, N. Y. 
Max W. Mason, Jr., Batavia, N. Y. 

W.S. Rappleye, Oswego, N. Y. 

Mrs. Carl W. Diehl, 40 McCulloch Avenue, Ravena, N. Y. 

T. C. Keeling, Jr., 5204 Tilbury Way, Baltimore, Md. 

Robert K. Peck, New Lebanon, N. Y. 

Schuyler Forbes Baldwin, 89 East Avenue, Rochester 4, N. Y. 
Charles G. Owens, principal, Central School District No. 1, Northville, N. Y. 
Glenn Beckerink, Clymer, N. Y. 

Mrs. C. F. Minard, 2 Grant Avenue, Auburn, N. Y. 

Frank H. Ryder, Cobleskill, N. Y. 

George B. Kellogg, 490 Broadway, Buffalo 4, N. Y. 

Robert G. Hill, 60 Osborne Street, Auburn, N. Y. 

Miss Pauline Cuykendall, Rural Delivery No. 1, Auburn, N. Y. 
Mrs. James Gravink, Clymer, N. Y. 

Mrs. Claude Dougherty, Clymer, N. Y. 

Mrs. Ella Vander Schaaf, Clymer, N. Y. 

Mrs. Lawrence Dunnewold, Clymer, N. Y. 

Mrs. William Bensink, Clymer, N. Y. 

Mrs. Leon Fardink, Clymer, N. Y. 

Mrs. Orpha Hapgood, Clymer, N. Y. 
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Mrs. Claud Lictus, Clymer, N. Y. 

Mrs. LaVern Vrooman, Clymer, N. Y. 

Mrs. Norris E. Phillips, 645 Main Street, Olean, N. Y. 

Warren R. Crites, 640 Brandywine Avenue, Schenectady, N. Y. 
Emerson Hinchliff, 400 Oak Avenue, Ithaca, N. Y. 

Mrs. Ellis G. Morse, 65 Lincoln Avenue, Binghamton, N. Y 

Mrs. Johanne Siebach, Rural Delivery No. 1, Box 94, Gloversville, N. Y. 
J. E. Lemmler, Angola, N. Y. 

Tomlinson Fort, 2345 Hollywood Drive, Pittsburgh 35, Pa. 

Nicholas Wernert, 250 First Avenue, New York, N. Y. 

John J. Flynn, justice of the peace, Smithtown Branch, N. Y. 

Arthur W. Wallander, 16 Point Crescent, Malba 57, N. Y 

Nicholas J. Conrad, 4455 North Ravenswood, Chicago 40, Til. 

Mrs. Catherline S. Hiller, 76 St. Marks Lane, Islip, Long Island, N. Y 
Frank Gill, 28 Highland Terrace, Gloverville, N. Y. 

James M. Davidge, 58 Davis Street, Binghamton, N. Y. 

Mrs. Charles F. H. Allen, 284 Maplewood Avenue, Rochester 13, N. Y. 
John 8S. C. Ross, 245 Market Street, San Francisco 6, Calif. 

Lester FE. Rogers, 600 West Jackson Boulevard, Chicago 6, Tl. 
Mrs. John 8. Tylee, 163 Kenville Road, Buffalo 15. N. ¥ 


ASSOCIATIONS, GRANGES, AND CHAMBERS OF COM MERCE 


Cc. T. Tucker, secretary, Rochester Engineers’ and Architects’ Joint Council on 
Civie Affairs, 840 University Avenue, Rochester 7, N. Y 

James Roger, chairman, national affairs committee, Gloversville Chamber of 
Commerce, Gloversville, N. ¥' 

James W. Danahy, vice president, st Side Association of Commerce, Inc., 
McGraw-Hill Building, New York N. ¥ 

Walter Kreutter, chairman, legislative committee, Attica Grange No. 1058, Attica, 
IN. 3: 

Miss Helen B. Brown, Newark Valley Grange No. 1422, Newark Valley, N. Y. 

Mrs. Hubert A. Barnes, Rural Delivery No. 1, Smyrna Grange, Smyrna, N. Y. 

Neil O. Sheldon, Rotary Club, Post Office Box 132, 202 Front Street, Schenectady, 
N. Y. 

Miss Grace D. Simpson, secretary, Otisville Grange No. 1020, Rural Delivery 1, 
Middletown, N. Y. 

Miss Edith M. Shutts, secretary, Claverack Grange No. 34, Claverack, N. ¥ 

Clarence R. Jaffs, master, North Rose Grange No. 1051, Clyde, N. Y. 

Mrs. John Schreiber, lecturer, Huguenot Grange No. 1028, New Platz, N. Y 

Mrs. Bessie R. Terry, secretary, Oird Grange No. 155, Oird, N. Y. 

Mrs. Marzuret Lattin, secretary, Horseheads Grange No. 1118, Horseheads, N. Y. 

Mrs. Celestia W. Reed, secretary, Clarence Grange No. 892, Inc., County Farm 
Road, Alden, N. Y. 

Lewis R. Shuster, grange legislative committee, Seneca Grange No. 44, Seneca 
Falls, N. Y 

William G. Blum, president, Rotary Club, Dansville, N. Y 

Mrs. Arlene J. Mason, secretary, Reber Grange No. 1198, Willsboro, N. Y. 

Louis H. Solomon, president, Greenwich Village Chamber of Commerce, 200 Fifth 
Avenue, New York, N. Y. 

William A. Mills, executive vice president, Empire State Chamber of Commerce, 
174 Washington Avenue, Albany, N. Y 

Albert H. Acken, secretary, New Jersey Chamber of Commerce, 605 Broad Street, 
Newark, N. J. 

Leslie Hayden, chairman, Fulton County Farm Bureau, Post Office Building, 
Gloversville, N. Y. 

N. Peter McLean, executive secretary, 34th Street Midtown Association, Inc., 1 
West 34th Street, New York, N. Y. 

Edward L. Stanton, general manager, General Contractors Association, 341 
Madison Avenue, New York, N. Y. 

Milton Murray, public relations officer, College of Medical Evangelists, Loma 
Linda, Calif. 

R. W. Couper, president, Binghamton Association of Insurance Agents, Bing- 
hamton, N. Y. 

Gustaf Seaberg, Jr., chairman, law and legislation committee, Merchants and 
Manufacturers Association of Bush Terminal, Inc., 354 36th Street, Brooklyn 32 
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Harry D. Wemple, secretary, New York State Laundry Owners Association, 
Buffalo, N. Y. 

Thomas Jefferson Miley, executive vice president, Commerce and Industry 
Association of New York, Inc., 99 Church Street, New York, N. Y. 

Harold W. Zenger, executive secretary, Glens Falls Chamber of Commerce, 22 
Colvin Building, Glens Falls, N. Y. 

Harry G. Horton, vice president, the Thenango County Taxpayers Association, 
Afton, N :. 

George E. Langr, secretary-treasurer, Johnstown Chamber of Commerce, 32 West 
Main Street, Johnstown, N. Y. 

Lee A. Gorman, president, Chamber of Commerce, Norwich, N. Y. 

Garth A. Shoemaker, president, Citizens Public Expenditure Survey, Inc., 100 
State Street, Albany 7, N. Y. 

E. J. Kramer, secretary, Rochester Electrical Contractors Association, Rochester, 
N. ¥ 

L. F. Donnell, president, the Youngstown Chamber of Commerce, Youngstown, 
Ohio 

Mrs. Fred M. Bennett, chairman, Legislative Group of the Century Club, Route 5, 
Mohawk Turnpike, Amsterdam, N. Y. 

Albert J. Allman, Jr., executive secretary, Chamber of Commerce, Tiffin, Ohio. 

Charles H. Schenck, executive secretary, the Chamber of Commerce, Amsterdam, 
N. ¥ 

Miss Phyllis A. Otey, vice chairman, Republican State Central Committee, 5117 
Sylvan Road, Richmond, Va. 

Philip A. Case, commander, John J. Welch Post No. 381, the American Legion, 
Niagara Falls, N./Y. 

Ronald A. Dickson, president, Tax and Rentpayers, Inc., 11 Market Street, 
Poughkeepsie, N. Y. 

Lew Garbutt, manager, Yakima Chamber of Commerce, Inc., 412% East Yakima 
Avenue, Yakima, Wash. 

BD. A. Robinson, president, Rockford Chamber of Commerce, 100 West Jefferson 
Street, Rockford, Il. 

Raymond Darling, chairman, legislative committee, Mecklenburg Grange No. 1348, 
Rural Delivery No. 1, Alpine, N. Y. 


RESOLUTIONS FAVORING NIAGARA POWER DEVELOPMENT PRIVATE 


Cc. S. Fegley, executive secretary, Seneca Falls Chamber of Commerce, Seneca 
Falls, N. Y. 

M. Andrews, secretary, Bainbridge Chamber of Commerce, Bainbridge, N. Y. 

William A. Bopp, president, the Exchange Club of Albany, Inc., No. 325 Wash- 
ington Avenue, Albany, N. Y. 

Clifford Fohr, master, Corinth Grange, Saratoga County, Corinth, N. Y. 

William I. Payne, master, Bemis Heights Grange, No. 1525, Mechanicville, rural 
free delivery No. 1, N. Y. 

Clara M. Balfanz, worthy master, Scattergood Grange No. 1514, Hagaman, N. Y. 

Charles F. Schafer, president, municipal Athletic Club, Amsterdam, N. Y. 

E. A. Palmer, manager, Schenectady Chamber of Commerce, 246 State Street, 
Schenectady 5, N. Y. 

Robert Kane, vice president, Dansville Exchange Club, Dansville, N. Y. 

Samuel R. Searing, president, Lockport Junior Chamber of Commerce, Lock- 
port, N. Y. 

Ralph J. Owen, chairman, legislative committee, Newfield Grange, No. 242, New- 
field, N. Y. 

Robert L. Grey, secretary, Hornell YMCA Triangle Club, Hornell, N. Y. 

Frank A. Gracefo, M. D., secretary, the Medical Society of the County of Cayuga, 
Inc., Cayuga, N. Y. 

Triple Cities Credit Women’s Club, 22 Grand Boulevard, Binghamton, N. Y. 

Xdward J. Jennings, president, Auburn Lions Club, 26 North Street, Auburn, 
Boel ia 

G. R. Bartlett, Jr., secretary, Walden Chamber of Commerce, Walden, N. Y. 

John R. Weigelt, secretary-treasurer, New York State Association of Electrical 
Workers, 11 North Pearl Street, room 612, Albany, N. Y. 

Valentine M. Kerbelis, secretary, Armsterdam Real Estate Board, Amsterdam, 
N,.. xi, 

Elmer Brooks, commander, Robert Lee Walsh Post No. 337, American Legion, 
Broadalbin, N. Y. 
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Charles F. Light, executive secretary, Ithaca Chamber of Commerce, Ithaca, 
Na 

Courtney Brintnall, president, Kiwanis Club of Auburn, 5 Gaylord Street, Au- 
burn, N, Y. 

surdett L. Fick, president, Florida Grange No. 1543 of Minaville, N. Y., rural 
delivery No, 5, Amsterdam, N. Y. 

Lester E. Brew, Jr., president, Auburn Junior Chamber of Commerce, Auburn, 
N. Y. 

Benjamin J. Hutchings, president, Auburn Chamber of Commerce, 160 Genesee 
Street, Auburn, N. Y. 

Joseph Davis, president, Niagara Frontier State Park Commission, 320 Riverway, 
Niagara Falls, N. Y. 

Clifford J. Beckett, managing secretary, Albany Chamber of Commerce, Albany 
pp. ae 

William H, Conway, secretary, Kiwanis Club of Warsaw, N. Y. 

Chenango Valley Republican Women’s Club, Rural Delivery 3, Binghamton, 
N. Y., Mrs. Howard Atwood, president. 

W. R. Carpenter, Jr., president, Geneva Chamber of Commerce, 473 Exchange 
Street, Geneva, N. Y. 

James E. Collins, city clerk, city of Niagara Falls, City Hall, Niagara Falls, N. Y. 

B. Cuttrell, secretary, Warrensburg Kiwanis Club, Warrensburg, N. Y. 

O. L. Angevine, executive secretary, Rochester Engineering Society, Inc., Hotel 
Sheraton, 111 East Avenue, Rochester 4, N. Y. 

Mrs. Margaret Schmitzer, secretary, Beacon Chamber of Commerce, Inc., 432 
Main Street, Beacon, N. Y. 

Charles G. Heniger, mayor, village of Ballston Spa, Saratoga County seat, Balls- 
ton Spa, N. Y. 

Mrs. Helen J. Webb, secretary, Red Creek Valley Grange No. 1583, Cooperstown, 
Nd 

George Hanford, master, Dryden Grange No. 1112, Freeville, N. Y. 

Henry F. Kierst, president, local No. 349, IBEW, Rural Delivery No. 1, Waterloo, 
Wii ms 

Anthony J. LaBelle, president, the Kiwanis Club of Saratoga Springs, N. Y. 

Kk. T. Pfohl, president, Industrial Management Club, 202 E. Buffalo Street, Ithaca, 
Mm. 3s 

Norman Mark, president, Hurricana Club of Amsterdam, Amsterdam, N. Y. 

Richard G. McManus, president, Hudson Lions Club, Hudson, N. Y. 

Herald Beckjorden, executive secretary, the New York State Society of Profes- 
sional Engineers, Inc., 1941 Grand Central Terminal, New York 17, N. Y. 


Mr. Donpero. Mr. Miller, we will hear you at this time. 


STATEMENT OF HON. WILLIAM E. MILLER, MEMBER OF CONGRESS 
FROM THE 40TH CONGRESSIONAL DISTRICT OF NEW YORK 


Mr. Mitier. Mr. Chairman and Senator Bush, and my distinguished 
colleague, Mr. Scudder. I wish first to thank the committee for 
the privilege of appearing at this time in support of the bills provid- 
ing for the development of this additional hydroelectric power by 
private enterprise. 

I first would like to read, if it is acceptable to the committee, a 
statement which I have prepared, at the conclusion of which I should 
be very pleased to answer any questions from any member of the com- 
mittee. 

This hearing is being held on S. 689 and H. R. 2289 and H. R. 4351 
which are identical bills providing for the development of hydro- 
electric power from the Niagara River, N. Y., by private enterprise. 
I should like to emphasize at the outset that this Niagara power proj- 
ect is not connected in any way whatsoever with the St. Lawrence 
multiple-purpose seaway and power project. The Niagara River flows 
into one end of Lake Ontario and the St. Lawrence flows out of the 
other. The Niagara and St. Lawrence powerplants would be about 








38 NIAGARA POWER DEVELOPMENT 


250 miles apart and will bear no physical, operational, engineering, 

‘other relations hip. 

"" should also like to point out that the proposition here involved 
is not a subject which falls within the scope of “public versus private 
power.” In sponsoring this bill, H. R. 2289, providing for this par- 
ticular development by private enterprise, I wish to emphatically 
state that I have no argument with people from the great Northwest 
or other sections of the country whose economic progress has been 
materially aided by huge multiple- purpose dams built with Federal 
funds when many of the purposes of the s aid projects were without 
the realm of private activity and were solely governmental functions, 
and when in many such cases private enterpris se was not financially 
ore ~e? eringly capable of undertaking the project. 

The Niagara River Treaty with Canada dated February 27, 1950, 
and ratified by the Senate on awa 9, 1950, provides, after making 
certain that there will be at all times suilicient water running over 
the falls to preserve the scenic spectacle, for the use of the remaining 
flow in equal parts by the United States and Canada for power-pro 
duction purposes 

The treaty does not in any way fix or determine who shall develop 
the power on the American side; whether a public agency or private 
enterprise shall undertake it was left for subseque nt determination 
and is, in any event, a matter of domestic and not international con- 
cern. The treaty provides only for 50-year availability to the United 
States of one-half of the flow available for the production of hydro 
electric power. 

The Senate resolution of ratification contained the following 
prov ision: 

The United States on its part expressly reserves the right to provide by Act 
of Congress for redevelopment, for the public use, and benefit, of the United 
States share of the waters of the Niagara River made available by the provisions 
of the treaty, and no project for redevelopment of the United States share of 
such waters shall be undertaken until it is specifically authorized by Act of 
Congress 

In connection with the foregoing language, the report of the Senate 
Committee on Foreign Relations stated that, without this reservation, 
the redevelopment would be subject only to action by the Federal 
Power C ommission under the Federal Power Act; with the reserva- 
tion a further act of Congress would be necessary before redevelop- 
ment could take place. Therefore, the question is now squarely before 
this committee as to which agency, public or private, shall be author- 
ized by Congress to proceed with the development of the additional 
power from the Niagara River. 

In previous hearings on this matter assertions have been made by 
the opponents of the private-enterprise bill to the effect that the words 
“for the public use and benefit” in the Senate resolution of ratification 
means that the Senate intended that the redevol ment should be car- 

ried out by the Federal Government rather than x private enterprise. 
Such a contention is ridiculous. Certainly the United States Senate 
by way of a treaty ratification in which the House of Representatives 
has no participation should not be able to determine domestic power 
policy. Former President Truman recognized this in his message 
dated May 2, 1950, when referring to the treaty aforementioned he 
said : 
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When the Niagara treaty has been ratified the question will naturally arise 
as to how additional facilities shall be developed to achieve the best use of water 
to be diverted for power purposes. My own views on this question are a matter 
of public record. I believe that the additional power facilities should be publicly 
constructed in order that the benefits of the hydroelectric power produced there 
can be passed on to the people at the lowest possible cost to them. 

This is a question, however, which is not determined by the treaty itself. It is 
a question which we in the United States must settle under our own procedures 
and laws. It would not be appropriate either for this country or for Canada to 
require that an international agreement between them contain the solution of 
which is entirely a domestic problem. All this treaty does is to make additional 
water legally available for power purposes in each of the two countries. This is 
a step which must be taken in the interest of the United States. It is one which 
should be left separate from the steps which must be taken in this country in 
order to convert the water into additional power. 

There has been introduced a bill by Senator Lehman in the Senate 
and Representative Roosevelt in the House providing for the rede- 
velopment of the waters of the Niagara River as a Federal under- 
taking. Under this bill the Corps of Engineers, United States Army, 
would design and supervise the construction of the American works. 
This bill also provides that the President would be authorized to turn 
over the power development to an authorized agency of the State of 
New York upon payment of the allocated cost thereof, providing cer- 
tain specifications in the marketing of power, et cetera, be met 

In the event that the President and the State of New York could 
not reach an agreement, the bill Likes ides that. t ie United States would 
operate the project and the Department of the Interior would market 
the power. The bill also eatin les that this - project would be turned 
over by the Federal Government to the State of New York when and 
if the State would agree to the pub wr construction of any new trans- 


mission lines and to a preferential share of the hydroelectric power to 
municipalities and cooperative utility systems no matter whether 
they serve rural, domestic or large industri 

These preferential clauses, of course, would d stroy the very heart 


and purpose of the power pro ject. If any agency gener: ating = 
power were bound b yy pre fer ntial clauses it coul | not contract for its 
project power on an equitable basis to all types of consumers but 
would be in a position to have to keep in reserve a certain percentage 
of the power in the event a preferential customer should make a de- 
mand or else all of its private power would have to be contracted for 
subject to immediate termination should the preferential customer 
make such a demand on the generating agency as to preclude it from 
carrying out its power contracts. 

There is no guaranty that municipalities given preferential status 
would distribute equally the power to all types of customers, rural, 
domestic and industrial. 

Of course, there, no industry would be attracted to the Niagara 
frontier unless they were assured of a continuation of contract power 
which, of course, could not be done in the event of the existence of a 
license bond by preferential clauses. 

It is also true that in the area which is to be served by this rede- 
velopment municipally owned utilities have the same history general- 
ly as other governmental agencies engaged in business operations 
which properly belong within the field of private enterprise. 

The city of Jamestown, N. Y., only a few miles from this power 
project, has a municipally owned and operated powerplant. On Jan- 
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uary 5 of this year the New York State Public Service Commission 
handed down a decision which approved an overall rate increase of 
more than 18 percent to this municipally owned powerplant. This 
increase, the second highest ever granted to any utility in the State of 
New York, brings the rates charged for power by the Jamestown 
system to a higher level than privately owned neighboring utilities 
that pay a full share of local, State, and Federal taxes. 

The Public Service Commission of New York made the following 
cogent observation in the Jamestown decision : 

All the benefits which flaw from either partial or complete tax exemption 
have been dissipated and the residents of Jamestown must pay higher electric 
rates in all classifications than the neighboring customers of a privately owned 
utility which bears its allotted share of the burden of supporting government. 

It is, therefore, my humble judgment that because of preferential 
clauses and many other reasons the Federal .Government and the 
State of New York would never agree upon terms providing for 
the transfer of this power project from the Federal Government to 
the State of New York, and that the day would never come when it 
would be turned over to the State of New York or any agency thereof. 

Senater Busu. Mr. Chairman. 

Mr. Donprro. Senator Bush. 

Senator Busu. Why is it that the power costs so much up there in 
Jamestown ¢ 

Mr. Mitter. Because that is a municipally owned steam plant. 

Senator Busu. I understand that; but can you comment briefly on 
why they have made such a poor showing ¢ 

Mr. Miter. I would only say, w ithout hav ing any particular knowl- 
edge of the facts involved in the particular case in Jamestown, that 
it is simply a manifestation of the general inefficiency of munic ipally 
owned operations as compared to the efficiency of privately owned 
operations. 

During the 82d Congress Senator Ives introduced a bill into the 
Senate and Representative Sterling Cole in the House providing 
for the development of the power by the Government of the State 
of New York through its public agency known as the Power Author- 
ity of the State of New York, and which provided under certain con- 
ditions the State of New York could but did not have to permit the 
transmission, sale, and distribution of power by private systems. 
That bill has not been reintroduced during the 83d Congress, and 
so is not before this committee for consideration. Moreover, it is 
my understanding that Representative Sterling Cole will appear before 
this committee in vigg sue of the private-enterprise bill. 

I do understand, however, that the chairman of the New York 
State Power Authority will appear before this committee and per- 
haps pee for a committee amendment which would in effect sub- 
stitute the New York Power Authority bill for the private-enterprise 
bill. I prophesy, also, that it will be suggested by the chairman of 
the New York State Power Authority that certain statutes in the 
State of New York preclude the development of this power by private 
enterpr ise. 

The question will be raised as to whether legislation which the State 
of New York enacted in respect to the Niagara development would re- 
sult in legal restrictions upon the freedom of action of the Federal 
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Power Commission in administering the Federal Power Act or the 
Congress as supplemented by additional Federal legislation in respect 
to the Niagara development. It will be contended, I expect, that State 
legislation enabling the power authority to undertake the Niagara 
development precludes Federal authorization for private develop- 
ment. Istate that such a contention is contrary to the well-established 
principles of law set out repeatedly by the Supreme Court of the 
United States. 

In an Iowa case reported in 328 United States Report 152, the Court 
came to the conclusion that when the Congress authorizes the issuance 
of a license to citizens of the United States or to any corporation it 
would render Federal! law subservient to State law to hold that the 
State can effectively legislate unto itself the exclusive rights to a 
license. There would follow the impossible result that the State and 
not the Federal Government would be in a position to decide in each 
instaace the question of whether navigable waters should be publicly 
or privately developed. In the former event the Federal Government 
would be placed in the position of authorizing public development or 
none at all. 

I should like to point out te this committee that as of this date the 
New York State Power Authority is simply a paper agency and up to 
this time has been engaged in purely and simply promotional work; 
that it has never built any power facilities for the generation of power, 
nor has it at any time transmitted or sold any power. Its sole con- 
tention seems to be that it could provide for a more effective integra- 
tion of existing and new transmission lines which would more equi- 
tably and economically spread the benefits of hydroelectric power 
throughout the State. I might point out to this committee that if the 
private- enterprise bill becomes law that all five of the private utilities 
now serving the people of the State of New York will participate in 
the redevelopment under a new corporation created for that purpose 
and simple economy and good business already owned by them will 
provide all of the integration needed for the equitable and economic 
distribution of this power. 

Senator Busu. Would you permit a question ? 

Mr. Mituer. Yes, Senator. 

Senator Busu. In view of that statement would it seem to you that 
since it would be on existing transmission lines and existing organiza- 
tions of these five companies, would it seem to you that maybe they 
would be the most economical agencies to move in on this problem, 

rather that a State egency be created or activ: ated to take on the 
problem ¢ 

Mr. Mitzer. There is not any question about it, Senator, because of 
the fact that the existing transmission lines would have to be inte- 
grated into any new system. And if, of course, the private company 
did not meet the specifications of the sale of power by the State agency, 
the State agency proposes to build its own transmission lines, ‘which 
would duplicate the already existing transmission lines and be ex- 
tremely wasteful indeed. 

Senator Busu. Do you think that would do away to some extent then 
with the cheapness of this power, and increase its cost ? 

Mr. Miter. Yes. 

Senator Busu. Thank you. 
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Mr. Donpero. What part of the service, or of the amount of electric 
power furnished to the people of the State of New York, is furnished 
by these five companies ? 

Mr. Muier. Almost all of it, 90 percent, or practically all of it. 

Mr. Donprro. Do you mean to say that they are now cerpiening 
services to 90 percent of the people of the State of New York 

Mr. Mutter. That is right. And I would also like Ss that 
in the State of New York we have no rural electrification program, and 
96 percent of all the farmers in the State of New York have electricity, 
and huve been provided electricity by the private companies. The 
only 4 percent who do not have it are in such isolated places that no 
public agency would find it feasible to reach them. 

Senator Martin, of Pennsylvania, and Senator Capehart of Indiana 
have int roduced a bill into the Senate, and Representative Dondero, of 
the State of Michigan, and I have introduced a bill into the House 
which provides for complete development of this additional power by 
private enterprise. It is my understanding that that is the sole ques- 
tion to be determined by this committee, that is, as to whether or not 
private enterprise shall be authorized by this Congress to proceed 
with development of additional power in the Niagara River. Yes or 
no on this question is all that is properly before this committee, as I 
understand it. 

The question to be resolved is simple: All groups, factions and per- 
sons interested in this redevelopment agree that additional power is 
vitally needed to fill the future requirements of industries which are 
essential to the national defense, and for the ever-growing needs of 
homes, industries, and farms throughout the entire Niagara frontier. 
Its development should be undertaken by that organization which ean 
most quickly and economically complete the construction program and 
deliver the power consistent with traditional American principles. 

I cannot emphasize upon the committee too emphatically the great 
need for action. The treaty with Canada which makes possible this 
additional hydroelectric power was ratified by the Senate almost 3 
years ago on August 9, 1950. The treaty provided among other 
things that if the United States was not prepared to use its share of the 
available water at the same time as Canada that then, in that event, 
Canada could use all of the water made available by the treaty until 
such time as the United States was prepared to use its share. 

While this matter has been before the Committees on Public Works 
of the House and Senate in the 8lst and the 82d and now this 83d 
Congress, no action has been taken or no decision made so as to permit 
any Government agency, any corporation, or any citizens to proceed 
with the development of the power project on the American side. 
Construction of Canada’s Niagara es was started in January 
i951; the tunnels were started in July 1951 and the intake in March 
1952. The Canadian construction schedule will enable them, pursu- 
ant to the 1950 treaty, to begin to use a portion of the United States 
share of the water about October 1954. 

So as a result of congressional inaction, power which belongs to 
the people of the United States and could be so well utilized in the 
Niagara Frontier in the production of airplanes, chemicals, and other 
items vital to our national defense and our whole economic welfare, 
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will in October 1954 be utilized by Canada for the benefit of its 
citizens and its economy. ‘This I deem to be an American tragedy. 

Senator Busu. Mr. Miller, then you would agree too that the 
tragedy is that this could be had for nothing so far as the t: axpayers of 
this country are concerned ¢ 

Mr. Mutter. Exactly, Senator. And it would have been started 
the day after the ratification of the treaty by the private-enterprise 
people who had the plans to do so for 30 years, and only lacked con- 
gressional authorization. 

Now, in the past, suc h functions as navigation, flood control, recla- 
mation, irrigation, and sanitation, which are essentially and ex- 
clusively public functions, have been advanced as justification for 
Government ownership and operation of incidental power develop- 
ments undertaken in connection with such public functions, but in 
this case it is clear that utilization of the United States share of the 
water available under the treaty for power production purposes would 
in no way involve the exercise of the public functions of the United 
States. Here is one instance where the problem is confined to the 
naked question of the use of waters of a stream for power purposes 
only. The reasons usually found for Government development of a 
power project at public expense are entirely absent. We are to decide 
practically for the first time whether the Federal Government, in 
addition to its numerous other activities, is now going into the power 
business. 

There is no construction of a multiple purpose dam here. As 
matter of fact, there is no dam involved here aul all. This pro} position 
simply amounts to an extension at the facilities which were pointed 
out to you and are now owned by the priv: ite enterprise system. It is 
simply an extension of the systems to make available the generation 
of additional power Lecaaen of the availability of additional water. 
This proposition simply amounts to an extension of the facilities 
which are already there and which are and have been owned by the 
Niagara Mohawk Corp. for over 50 years, and which would have to 
be integrated in any new system, no m: itter who developed the power. 

1 do not own a single share of stoc es any power company, nor 
does any member of my familiy. It i i lL believe sincerely 
that the system of private enter pris e is what made this country great 
that I favor this development by priv: ite aioe In addition 
thereto, in this case there are unusual and compelling reasons why the 
redevelopment of the Niagara River can be accomplished most ef- 
ficiently and most economically by private enterprise. The sole public 
function here involved is the preserv: ition of the scenic be: auty of 
the falls, which has been estimated to involve construction cos sting 
some $2 million, which under the treaty will be borne equally by the 
United States and Canada. That figure has been increased now to 
roughly $17 million because of the control structure which the colonel 
pointed out this morning. 

On the other hand, the Bureau of Power, on the basis of January 
1949 price levels, has estimated the cost of the power redevelopment 
at 308 to 350 million dollars. On the basis of present price levels it 
is estimated that the project will cost in the vicinity of $400 million. 

It is my understanding that adequate and irrefutable evidence will 
be presented to this committee that private enterprise is able and ready 





T 








44 NIAGARA POWER DEVELOPMENT 


to finance the power redevelopment in its entirety, so that it can be 
accomplished without the use of public funds. When our taxpayers 

are already staggering under the load of heavy taxes, because of ex- 
penditures for ‘defense and for economic and milit: ary assistance to 
other nations, why should we use $400 million of their money for 
something which private capital is ready, willing, and anxious to 
do? I would rather see those public dollars going into tanks, guns, 
or airplanes. 

The Niagara Mohawk Corp., which presently develops the power 
on the American side of the river, is the only Perr om which has 
actually constructed and operated hydroelectric facilities on the river. 
The company through time and experience solved the problems of 
producing hydroelectric power, particularly the control of ice, and 
the company already owns the riparian lands and the rights-of-way 
required for the additional development. It would be possible for 
this private enterprise to start construction immediately and make 
additional power available far earlier than is possible under any 
public development. 

All bills provide for this redevelopment to be in substantial accord- 
ance with the project plans as outlined in the report of the Bureau 
of Power of the Federal Power Commission dated September 28, 
1949, entitled, “Possibilities for Redevelopment of Niagara Falls for 
Power—Niagara River—New York.” 

It should be noted that representatives of the Niagara Mohawk 
Power Corp. cooperated with the Bureau of Engineers and those of 
the power authority of the State of New York in preparing this plan, 
and that all who took part in this study are in accord concerning the 
basic engineering recommendations, and it should be noted further 
that long before this plan was worked upon, engineers of the Niagara 
Mohawk and its predecessor companies have long made continuing 
studies of the most effective development of hydroelectric power on the 
Niagara River. 

In the early 1920's the Niagara Falls Power Co., a predecessor 
company, constructed a large-scale model of the falls and _ river. 
The model, 100 feet square ‘and built to the scale of the falls and 
river, was used by the company engineers, Army engineers, and other 
engineering groups to study the use of additional water from the 
Niagara River for the development of hydroelectric power, and at 
the same time the studies included not only the preservation but the 
improvement of the scenic beauty of the falls. 

As a result of these prolonged studies the company presented a 
plan for the overall dev pplelenten on the American side of the Niagara 
River to the Federal Power Commission as early as 1920. That plan 
does not today differ materially from the redevelopment plans now 
recommended in the report of the Bureau of Power of the Federal 
Power Commission. Subsequent studies have fully confirmed the 
technical and economic soundness of the private 1 utilities’ original 
plan. The experience of Niagara Mohawk and its predecessor com- 
panies in power development. on the American side of the Niagara 
River goes back over 50 years. So, from the standpoint of being 
financially able and having the engineering know-how, it must be 
conceded that the private utility is the agency able to most expedi- 
tiously redevelop Niagara power. 
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Niagara Mohawk engineers have previously testified that in the 
absence of shortages of material and equipment the first stage of 
the development could be completed by them in 3 years, making 
available approximately 675,000 kilowatts. The true fact is that 
in President Truman’s budget for this fiscal year, the last fiscal year, 
and the years previous there was always a request for an appropria- 
tion to enable the Army engineers to commence preparatory studies 
and the preparation of plans for the Niagara power redevelopment, 
which said plans the Niagara Mohawk Corp. completed 30 years ago, 
and are substantially the same plans as the Bureau of Power confirmed 
and recommended in 1949. 

We now, therefore, get into the field of argument advanced by the 
exponents of public power, that water rights belong to the people, 
and that through public de .velopment, where there is no profit motive, 
the public will receive the power at cheaper rates. It is my sincere 
contention that that theory is wrong in essence and is simply not true. 

In the first place, if our bill becomes law it will provide in sub- 
stance for the issuance of a license by the Federal Power Commis- 
sion to that private corporation which could demonstrate that it 
could commence construction promptly and prosecute it to comple- 
tion. The license would incorporate all of the existing provisions 
of the Federal Power Act, which have heretofore been deemed fully 
adequate to protect local and national interests in the development 
of power through the use of the waters of navigable rivers. 

At this particular point I would like to point out, because of some 
of the questions which were asked Colonel Garges, that under the 
Federal Power Act, and under the law as it now stands, the private 
utility would have to develop this power and would have to construct 
those tunnels, and would have to carry on all of those construction 
operations in exact accordance with the regulations and provisions as 
set out by the Federal Power Commission. In other words, if the 
private utility were to develop it it does not mean that after the Army 
engineers tale care of the remedial works that private enterprise 
could go ahead and do this any way they want to. They must con- 
struct it exactly in accordance with the plans approved by the Fed- 
eral Power Commission, and the Federal Power Act provides, as a 
matter of fact, that the Federal Power Commission shall take the 
advice of the Chief of the Corps of Army Engineers in passing upon 
and approving the plans. So that there are in existence now under 
the Federal Power Act all the laws and regulations necessary to ade- 
quately assure that this proposition will be constructed by the private 
company exactly in accordance with the provisions and regulations 
of the Federal Power Commission, so that any consideration of scenic 
beauty, or navigation, or any of the other questions, will be adequately 
protected by the Federal Power Commission itself. 

We do not need any Federal development of the power aspect of 
this thing in order to insure that it will be in exact conformity. In 
other words, what I am trying to say is that the Federal Power Com- 
mission can dictate and demand that the private enterprise build 
this exactly in every detail and specification just exactly as would the 
Corps of Army Engineers if they did it themselves, except it would 
be by private capital and private enterprise. 
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Another thing I would like to point out, if I may have this map, 
is to show you that private enterprise has at heart the best interests 
of the people of the area it serves, and to indicate to you why it is 
that all of the people of my area are so strongly in support of the 
development by the private enterprise which has eters. them for 
50 years. It is because in the project plans of the bureau of power in 
1949 there were set out alternate proposals as to whether, from the in- 
take here at Conners Island, to the Lewiston Sp wi rope it would be 
by an underground tunnel, or whether it would be by an open canal 
or ditch. Actually, in the plans submitted by the power company 
they were not interested solely in economy. ‘They provided for an 
underground tunnel because they realized what an open ditch would 
do to the people of the area that I serve. This open ditch, as here 
set out by this red line, goes through part of the city of Niagara 
Falls. Asa matter of fact, it would make half of the city of Niagara 
Falls an island. About all you would be able to sell in the city of 
Niagara Falls would be gondolas : = proposition as submitted by 
the Army engineers was allowed to become the project pl: un Asa 
matter of fact, it goes right across dike campus of the University of 
Niagara. 

You can just imagine what an open ditch would do to the scenic 
beauty of Niagara Falls by having a 67-foot ditch running right 
through practically the middle of the ¢ ity. 

Of course, actually, from the standpoint of national defense you 
could imagine how easy and quick it would be to put the powerplant 
out of business by dropping a bomb in the open ditch. Of course, 
that would be eliminated by an underground tunnel which, of course, 
costs more, but is a better project for the people of the area I serve 
and for the whole principle of national defense. Although it costs 
more, it is the plan of the private company. 

In addition thereto, the rates would be set by the Public Service 
Commission of the State of New York, and, as has always been the 
case, private enterprise would be restricted in its rates to provide only 
a fair return on investment, an investment, incidentally, owned by 
hundreds of thousands of shareholders—over 300,000 to be exact—all 
of whom pay taxes on their incomes. 

The report of the Bureau of Power, hereinbefore referred to, has 
pointed to the difference betwen the estimated cost to the consumer 
of electric energy from a public as compared to a private development. 
You will note from examination of the report that that difference 7 
practically solely attributable to the estimated taxes to be paid i 
the event of development by a private company and to a slight differ. 
ential in the cost of raising capital. In 1952, the 5 private utilities who 
would develop this project if the private-enterprise bill is passed, 
paid approximately $170 million in Federal, State, and local taxes 
and it is estimated that if this redevelopment was performed by 
pesvete. enterprise, private enterpise would pay an estimated addi- 
tional $23 million annually for Federal, State, and local taxes. Of 
this amount $8,800,000 would be received by the city of Niagara Falls, 
N. Y.; the town of Niagara, N. Y.: and the town of Lewiston, N. Y., 
all of which municipalities are within my Congressional District. 

I note that the bills which were introduced by Senator Lehman and 
Congressman Roosevelt make some provision for payments to the 
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localities in lieu of taxes. But the amounts paid under this formula 
would nowhere near equal the amounts received by those localities 
under existing tax laws. 

As a matter of fact, that is exactly our TVA formula, and amounts 
to a payment of about 6 percent, whereas actually today the private 
utilities pay 2214 cents on every dollar received by them in taxes. 

Of course, Government, which pays no tax, or o1 1s small payments 
in lieu of taxes, to that simple extent, could sell power at a propor- 
tionately decreased rate, but the consumer would have to dig down 
in his pockets to make up for the loss in tax revenue, and he ends up 
just about where he started financially, except that his Government 
has goten bigger, its payrolls larger, and its has encroached into a 
field heretofore reserved for private enterprise. 

The people I represent want less government, not more government. 
If argument for che: aper power were to be earried to its logical con- 
clusion, it could be applied to the manufacture of automobiles, rub- 
ber tires, or clothing, since if business engaged in those activities paid 
no taxes, they of course could sell their products that much more 
cheaply. A complete and total application of the principle in all fields 
of economic endeavor would be total, complete socialism. 

The people of my district will suffer greatly unless this power is 
developed by a taxable enterprise. At the present time the Niagara 
Mohawk Co. pays in taxes to the city of Niagara Falls an amount 
equal almost to one-third of the city’s entire revenue. If allowed to 
develop this additional power, it would be required to pay an esti- 
mated additional $3,600,000 annually to the local city government of 
Niagara Falls. If that source of revenue is denied to the municipality 
of Niagara Falls, I don’t know how the remaining real-estate owners 
and taxpayers in the city of Niagara Falls can absorb the loss of 
revenue. [am afraid of what it would do to the city of Niagara Falls, 
which now provides municipal services to some of the most vital 
defense industries in the Nation. 

It will be contended that the additional development by the Federal 
Government or by the State of New York will not affect the present 
owne rship and operation of the pr ivate-ente rpr ise system now devel- 
oping power on the Niagara River, but you know as well as I do what 
the eventual consequence would be. Until the private caaiecha under 
the existing license expire in 20 years on March 2, 1971, they would 
slowly be driven out of business by an unfair competitor, which pays 
no taxes, so that on March 2, 1971, the private license will not be re- 
newed, because the Government would recapture : and thus own the 
whole proposition. If they were in one part of it they would v ant 
to take it all as quickly as they could. Or else is privs ite enterpris 
would not find itself financi: lly able nor deem it profitable to make 
application, or the privi ite-e nterprise system would not care to con- 
tinue on beyond that time because it would not be economically feas 
ible to do so. 

The people of my district are considerably worried about the pros- 
pects of, in 20 years, being saddled with a big and unnecessary Gov 
ernment project. My people have been served well by the private 
utility, which has served them for over 50 years, and its tax p: tyments 
have been a prime source of local revenue. We a ‘ik those in the 
Nation’s Capitol not to destroy one of our great sources of local rey 
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enue by injecting the long arm of Government, whether Federal or 
State, into still other fields of activity in our area. 

I have been in Congress long enough to know that the Members of 
Congress are dedic ated to the welfare of the people and the Members 
conscientious ly desire to enact legislation that is for the best interest 
of the people affected thereby, and the Members also desire to enact 
legislation that most closely corresponds to the desires and wishes of 
the people directly affected by the said legislation. 

In connection with the power project, it has been stated many times 
by the Secretary of the Interior, Mr. McKay, that he felt and felt 
it was the administration’s policy to permit this development to be 
made according to the wishes and desires of the people of the State of 
New York. The chairman of the New York State Power Authority 
will undoubtedly tell you that State development of this power project 
has been a plank in both the Republican and Democratic State plat- 
forms in past years. The last statewide election in New York State 
was in November 1950. 

The State platforms for the Democratic and Republican Parties 
were written during the summer of that year, just shortly after the 
ratification by the Senate of the United States of the treaty with 
Canada providing for this additional hydroelectric power in the 
Niagara River. Since it was entirely a new and noncontroversial issue 
during the statewide campaign of 1950, it was neither discussed, de- 
bated, nor made an issue of in the campaign. It has only been within 
the past 2 years because of actions taken “by the committees of Con- 
gress relative to this proposition that the people of the State of New 
York have become aware of the situation and understand the impli- 
cations. 

I state to you now unequivocally that at this moment and for the 
past 2 years the people of the State of New York have almost unani- 
mously supported this development by private enterprise. I have here 
in this bound volume literally thousands of letters, editorials, and reso- 
lutions from newspapers and from all types of organizations, societies, 
and clubs from almost every city, town, and village in the State of 
New York endorsing the development of this power project by private 
enterprise. This is not even a partisan matter in New York State. 
This project will be built in the county of Niagara, N. Y., and the 
Board of Supervisors of Niagara County, N. Y.. composed of super- 
visors from every ward in the cities of Niagara Falls, Lockport, and 
North Tonawanda, and from each of the 12 towns in the C ounty of 
Niagara, Republicans and Democrats alike, passed a resolution in 
favor of the development by private enterprise. 

I also have in my hand here a resolution unanimously adopted by 
the Common Council of the city of Niagara Falls, N. Y.. on the 11th 
day of May 1953, endorsing this development by private enterprise. 

I also have here a letter ‘from KE. S. Foster, general secretary of the 
New York State Farm Bureau Federation, which letter he has re- 
quested me to introduce at this point in the proceedings. 

If there is no objection I should like to do so, Mr. Chairman. 

Mr. Donprro. Without objection it will be included in the record. 

(The letter referred to is as follows :) 
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New YorK STATE FARM BUREAU FEDERATION, 
Ithaca, N. Y., May 8, 1953. 
Re hydroelectric power at Niagara Falls. 
Hon. WILLIAM E. MILLER, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN MILLER: It is impossible for any official of the New York 
State Farm Bureau Federation to take part in hearings next week relative to 
development of hydroelectric power at Niagara Falls. We are tied up in a series 
of 10 regional Farm Bureau meetings throughout the State the week of May 11 
so we are taking this opportunity to transmit to you via mail our thinking on 
power development at Niagara, hoping that you may include our written views 
in the proceedings of the hearings. 

In annual meeting November 18, 1952, the official delegates of the 56 county 
farm bureaus which comprise the New York State Farm Bureau Federation, 
unanimously adopted the following resolution which I hereby quote: 

“Be it resolved, That in all cases where feasible we favor development of 
hydroelectric power by private enterprise rather than by Government. 

“In connection with Government development of hydroelectric power we be- 
lieve that power produced should be sold to existing distributing companies and 
that Government should not enter into power distribution.” 

We are convinced that private industry is able and willing to develop the 
Niagara project in the public interest and that by so doing to reduce by that 
amount the encroachment of Government in the field of power development. It 
is our firm belief that the success of our country economically can be largely 
credited to the private-enterprise system which has provided incentive to indi- 
viduals and groups of individuals to risk private capital and to work hard in 
the direction of efficient operation and good service to the people served. This 
philosophy does not belittle the importance of Government in our economic life 
but emphasizes the fact that Government serves its best purpose when it leaves 
to private enterprise the things that can be best done by private enterprise. 

Unlike some hydroelectric projects, the Niagara project is wholly within the 
realm of private enterprise on an economic basis. 

Already Government has gone far afield in our opinion in encroaching upon 
the private-enterprise system. Government has no means of spending a dollar 
for any function till it first takes that dollar from the people. Where private 
capital under the private-enterprise system can do the job, Government should 
welcome such initiative for initiative and productivity on the part of the people 
themselves is the lifeblood of America. 

Sincerely yours, 
New York State FARM BUREAU FEDERATION, 
EK. S. Foster, General Secretary. 

Mr. Mitter. In this letter Mr. Foster sets forth the fact that at its 

annual meeting on November 18, 1952, the official delegates of the 56 
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county farm bureaus which comprise the New York State Farm 
Bureau Federation, unanimously adopted a resolution favoring this 
development by private enterprise. Over 30 separate labor union 
organizations, including the New York State F ederation of Labor, 
have endorsed the development by private enterprise. 

This project will be built within the area which I represent in this 
Congress. The people I represent will be most vitally affected by 
this ‘legislation. I am reluctant to rev iew my own politic ‘al history, 
but I do so because I think it may give this committee at least some 
idea as to what my people really desire concerning this legislation. 

Mr. Donpero. “Desire” is the word. 

Mr. Miter. “Desire.” 

In 1948 the Republican candidate for Congress from my congres- 
sional district won his seat by approximately 5,000 votes. In 1950 
I ran on a platform advocating the development of this project by 
private enterprise. My opponent in this elec tion did not take « posi- 
tion on this issue and I won by approximately 23,000 votes. In 1952 
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I ran for reelection on a platform advocating the development by 
private enterprise and my opponent campaigned for a combined 
Federal-State project. This was the most controversial issue in our 
Campaign and we debated it on several occasions duri Ing the course of 
the campaign. At this election in a district which has been reappor- 
tioned since 1950 on the basis of affiliation to my disadvantage, 1 won 
by over 33,000 votes. 

Just recently I have had published in all of the daily newspapers 
in my district a questionnaire which I requested my constituents to 
fill out and return to me. It included some 10 questions on current 
national issues and question No. 3 was, “Do you favor the development 
of the additional hydroelectric power from the Niagara River by 
private enterprise.” While I have not as yet had time to receive 
Inany answers as of the present date, the response has been yes, 1,102; 
and no, 191. Those responding were requested to give their name, 
address, and occupation, and I have all of the responses on file in my 
office 

In conclusion I only wish to reemphasize once again that the ques- 
tion at bar is really not one of “public versus private power.” It is 
merely a simple question of private enterprise versus socialism. A 
vote in support of this bill is not a vote against public power, as such. 
In many instances multiple-purpose dams can legally and practically 
only be built by the Federal Government, but here we have a simple 
question of permitting only the extension of privately-owned facilities 
already in existence for power purposes solely. 

To permit a public redevelopment here would create the ridiculous 
situation of having two agencies, one public, one private, taking water 
out of the same stream at the same place and having a tax-exempt 
agency competing in the sale of waterpower with a taxable agency 
over duplicate transmis sion lines. Such a proposition is not only 
ridiculous and wasteful, but for the Federal Government to spend the 
taxpayers’ money for a pure and simple power proposition is also 
of doubtful constitutionality. 

When the constitutionality of the Tennessee Valley Authority was 
before the v nited States Supreme Court in 1936 the Honorable Stan- 
ley Reed, who represented the Government as Solicitor in that case 
and who is now a member of the Supreme Court of the United States, 
said in his argument to the Court: 

If we determine that this act, while stating that it is for navigation, national 
defense, or flood control, is actually for the purpose of developing power and 
selling it commercially, the use would be invalid. 

To permit this redevelopment by private enterprise would be en- 
tirely consistent with the traditional princ iples of American economy 
which have made this country the greatest in the world. 

I trust that these committees will immediately give approval to 
S. 689, H. R. 2289, and H. R. 4351, which are identical bills providing 
for the redevelopment of the Niagara River by private enterprise. 

Mr. Donvero. Thank you very much for a very comprehensive 
statement. 

Are there any questions? 

Mr. Becxer. Mr. Dondero, I would like to compliment my colleague 
from New York on his very precise and able presentation on the area 
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of Niagara Falls. I think it was very ably done and gave us a great 
deal of necessary information. 

Mr. Miirr. I thank my colleague. 

Senator Busu. I would certainly like to compliment my colleague 
on that very able presentation. I think it was very good indeed and 
very convincing. 

I would like to ask the Congressman if he thinks the people of his 
community would consider it an intrusion of the Federal Government 
to come in there in this kind of an operation in view of all the evidence 
that he has that they are not wanted there in this? 

Mr. Miter. They are not wanted, Senator. I can assure you. 

Mr. Donvero. Is there any question in your mind that private enter- 
prise which seeks a license to construct this project can finance it and 
proceed with its construction without any undue delay? 

Mr. Muter. I think I would tell my distinguished colleague from 
Michigan that the president of the Niagara Mohawk Power Corp., 
who will speak here for all five power companies, and who has with 
him many of his engineers, will testify that they can start the very 
morning after congressional authorization. 

Mr. Donpero. I think the Chair ought to state for the committee 
the situation that exists in the House. We have permission to sit as a 
committee to hear evidence while general debate is going on in the 
House of Representatives. They have 3 hours of general deb: ite. The 
rule was adopted at 11 o’clock, which would permit this committee to 
sit until 2 o’clock. 

If we recess for lunch it will use up most of that time. Of course, I, 
as chairman, with Senator Bush as cochairman, want to follow the 
wishes of the committee. My suggestion is that we use the time avail- 
able to us without recessing in order that we might conclude the 
testimony on this matter tomorrow. 

I would like to have the wishes of the Senator. 

Senator Busu. Mr. Chairman, I move we take a 5-minute recess 
now and then proceed as you suggest. 

Mr. Donvero. We will take a 5-minute recess. 

(Whereupon a recess was had.) 

Mr. Donprro. Mr. Machhold, are you prepared to proceed at this 
time 

Mr. Macuorp. Yes, sir, Chairman Dondero and Senator Bush. 

Mr. Donprro. I notice that your statement is quite long. I am 
wondering if you would care to follow that, or do you care to make a 
statement and simply insert your statement in the record? 


STATEMENT OF EARLE J. MACHOLD, PRESIDENT, NIAGARA 
MOHAWK POWER CORP. 


Mr. Macuorp. I would like to follow it, and if I come to a para- 
graph which I think has been touched on I will eliminate it from 
my oral presentation. 

Mr. Donpvero. Very well. Mr. Machold represents the Niagara Mo- 
hawk Power Corp. Do I understand that you also will speak for the 
four other companies in addition to yours? 

Mr. Macnotp. Yes, sir; which I will explain as I will proceed. 

Mr. Donpero. Very well. You may proceed. 
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Pye Macnoup. My name is Earle J. Machold and I am the preside nt 

' Niagara Mohawk Power Corp. whose principal office is in Syra- 
cuse, N. Y. I appear here on behalf of a group of investor-owned 
utilities in New York State to urge favorable action by the commit- 
tees upon S. 689, H. R. 2289, and H. R. 4351 

Niagara Mohawk Power Corp. is the electric utility company serv- 
ing a population of 3,100,000 people in an area of 22,000 square miles 
of upstate and western New York. Our service territory extends from 
the Hudson River Valley in the eastern part of the State to the Ca- 
nadian border on the north, and across the State to Lake Erie and the 
Niagara frontier in the west, the location of the Niagara redevelop- 
ment project, which is the subject of the proposed legisl: ation. 

The Niagara Mohawk system, pioneering in major hydroelectric 
power development, constructed, owns, and has operated for over 50 
years the only existing hydroelectric power development on_ the 
American side of the Niagara River. In view of this fact, I believe 
the committees will agree that Niagara Mohawk is a major party in 
interest in these legislative proceedings. 

However, the interests, on whose behalf I appear, are of even greater 
scope and importance, for I appear here as well on behalf of the four 
major electric-utility companies in the State of New York with whose 
facilities the electric transmission facilities of the Niagara Mohawk 
system are directly interconnected. The power pool made available 
by the interconnected and coordinated facilities of our five companies, 
which are further interconnected with the facilities of other electric- 
utility companies in New York and neighboring States affords the 
most favorable and practicable method of utilization of the output of 
the Niagara project and one which would most effectively minimize 
the need for new steam-generating capacity in this area. 

We are ready, willing, and able to make the Niagara development 
without the help of 1 cent of any taxpayer’s money and we lack 
only as of this date the legal authority which the Congress can give 
us to undertake construction of the entire project immediately and 
prosecute it to early completion. 

In addition to Niagara Mohawk, these New York State electric com- 
panies are New York State Electric & Gas Corp. which renders elec- 
trict service in the seuth central part and in a substantial portion of 
upstate New York including the cities of Binghamton, Elmira, and 
Ithaca; Rochester Gas & Electric Corp. serving the city of Rochester 
and vicinity; Consolidated Edison Co. of New York, Inc., serving 
the metropolitan area of New York City and Westchester County; 
and Central Hudson Gas & Electric Corp., which renders electric 
service in the cities of Poughkeepsie, Newburgh, Kingston, and other 
communities on and near the Hudson River. 

Comprising a substantial portion of the Nation’s light and power 
industry, our 5-company group serves a 44,000 square mile area con- 
taining a population of 14 million covering 90 percent of the area 
of New York State and including 90 percent of its people. I have 
submitted here for the use of the members of the committees a map 
depicting the service areas and transmission lines of our group of 
companies, as well as the interconnections we now maintain and oper- 
ate among ourselves and with the other electric utility companies 
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in New York and adjoining States, and the Province of Ontario, 
Canada. 

In connection with the question of whether the Niagara project 
should be undertaken by private enterprise or a Government agency, 
it is important to emphasize at the very outset that this is in no sense 
a multiple-purpose project. No traditional functions of government 
are involved in this construction. This is not a project in aid of navi- 
gation, flood control, reclamation, irrigation, or sanitation. A Gov- 
ernment power project at Niagara Falls would not be a byproduct of 
any hitherto recognized Government activity but would place Gov- 
ernment, Federal or State, purely and simply in the power business. 
The construction of a dam or other structure in the river is not in- 
volved. The required diversion of the waters of the Niagara River 
will occur a short distance above the cataract and the waters will be 
returned to the river a short distance below the cataract. Obviously, 
not one penny of the hundreds of millions of dollars of cost involved 
in this diversion and utilization of the water for power purposes can 
be said to be devoted to the improvement of navigation. 

Further, as you know if you have visited Niagara Falls, New York 
State park development lines the bank in the immediate vicinity of 
the scenic spectacle. Beyond that, there exists one of the most in- 
tense concentrations of industrial development in the Nation, located 
between the Niagara River and the heavily industrialized city of 
Buffalo some 20 miles away. Areas of this nature are hardly to be 
identified with irrigation, reclamation, navigation, sanitation, or flood- 
control projects. 

In its report on the treaty of 1950 permitting the water diversion 
which makes this project possible, the Senate Committee on Foreign 
Relations found that any change in water levels for navigation on 
Lake Erie or the Niagara River or on the New York State Barge 
Canal would be insignific ant; that domestic water supply would be 
unaffected since the intakes therefor are upstream from the power 
plant intakes. 

In the hearings on the treaty, Army engineers testified ths at “No 
polution control or flood control problem will be introduced.” 

Thus, those who advocate a Government power project at Niagara 
can point to none of the bases heretofore relied upon by the Congress 
as justifying governmental power developments. 

It is worthy of note that in the recent opinion of the majority of the 
United States Supreme Court upholding the validity of the Federal 
Power Commission’s action in granting a license to a private utility 
company to construct a hydroelectric development at Roanoke Rapids 
on Roanoke River in North Carolina, the Court observed that the 
site “was to be developed simply for the production of power.” In 
this habit the site differed, said the Court, from the two sites in the 
Roanoke River Basin which the Federal Government was to develop 
with— 


multiple-purpose reservoirs for flood control, waterpower, and low-water 
regulation * * * 


Finally, the United States Supreme Court observed: 


Our conclusion is in accord with the implications of the manifest reluctance 
of Congress to enter upon power projects having no flood control or navigational 
benefits. 
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Further, I want to make clear the proposed Niagara project has no 
relation whatever to any other public project including the controver- 
sial multipurpose St. Lawrence seaway and power project. 

The Niagara River as Congressman Miller said flows into one end 
of Lake Ontario and the St. Lawrence flows out of the other. The 
Niagara and St. Lawrence powerpl: ints would be separ ated by some 

250 miles and obviously will bear no physical, operational, engineer- 
ing, or other rel: itionship. 

Of course, our Government and the Canadian Government are 
properly concerne d with the preservation of the scenic beauty of Niag- 
ara Falls. But that interest hardly affords justification for a govern- 
mental power deve ‘lopment. Preservation of the scenic spectac le was 
one of the objectives of the treaty which provides that the Interna- 
tional Joint Commission supervise the construction of any necessary 
remedial works. To date, there has been no firm estimate of the costs 
of such remedial works which I have heard range from $2 million, the 
estimate of the: Bureau of Power of the Feder: il Power Commission 
made in 1949, to $17 million. 

But whatever the accurate figure might be it will be borne equally 
by this country and Canada and represents only an insignificant por- 
tion of the cost of construction of the power project which will ap- 
proach $400 million. Furthermore, no matter who constructs it the 
electric compa unies are willing to bear the United States’ share of 
these costs as an integral part of the cost of the project. 

Further, since the actual construction work, required to preserve 
the sceni spectac le, must be done under the supery islon of the Inter- 
national Joint Commission and since the Government as well as pri- 
vate enterprise would engage private contractors for the construction 
work, there will be the same degree of delegation, and the work done 
under the supervision of the International Joint Commission will be 
the same whether the redevelopment be constructed by the Govern- 
ment or by private enterprise. 

As a matter of fact, Niagara Mohawk’s 50-year experience at 
Niagara has included extensive study, in cooperation with the Inter- 
national Joint Commission, of the preservation of the scenic beauty 
of the Falls. 

In this connection, in 1923 Niagara Mohawk built a large-scale 
working model of Niagara Falls to enable experimental study of the 
effect of a variety of hydraulic conditions. In 1927 Niagara Mohawk 
issued its own report entitled “Preservation of Niagara Falls, Studies 
of Proposed Remedial Works.” 

The special International Niagara Board representing both Gov- 
ernments, later issued its own report finding that our model demon- 
strations had effectively shown that remedial measures to improve 
the scenic beauty of the Falls were practicable, their report then went 
on to recommend the construction of substantially the same type of 
remedial works recommended in our report. 

I believe that the history of the deve oe nt of the Niagara River 
by private enterprise to date affords the Congress ample assurance 
that it need have no concern over the preservation of the scenic beauty 
of the Falls if private enterprise should be permitted to complete the 
development. 
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I next want to emphasize the fact that we do not have here any 
considerations of areas or people without electric service in this area. 
In the past, Government multiple-purpose projec ts have been estab- 
lished in areas where the power aspects of the project have radically 
affected the availability of power in the area as a whole. This has 
been so because the additional generating a city made available as 
a byproduct of water use and control for a multitude of purposes has 
been tremendous in relation to the electric generating capacity pre- 
viously existing in the area. 

In the State of New York, the generating capacity in 1952 aggre- 
gated 7,250,000 kilowatts and 34 billion kilowatt-hours were pro- 
duced. Of this amount our group of 5 companies have a total 
installed capacity (including contract purchases of some 140,000 
kilowatts) of about 6,700,000 kilowatts, or 92.4 percent of the total 
capacity in the State. In 1952 we sold over 29 billion kilowatt-hours. 
Including 7 plants under lease, we have in the group 110 hydroelectric 
generating plants and 28 steam-generating plants. 

While the proposed deve lopment represe nts an important addition 
to the power supply, its potential is only 15 percent of the presently 
installed capacity in the State and less than ‘7 percent of the installed 
capacity of our group of companies. 

The Niagara redevelopment has not and will not relieve us of the 
necessity of providing additional generating capacity to meet grow- 
ing loads. In 1953, for example, our group of companie s will spend 
about $220 million to add new facilities and to improve existing fa- 
cilities in the State. 


The first farm in New York State was electrified more than 50 years 
ago. Our electric service is available to all of the farms in our service 
areas and 96 percent of them are electrified. The rem: uning pe rece nt, 


vccording to the chairman of the New York Pi abhi c Service Commis- 
sion, ? are e eithe r quite isolated or their continuance as farms is doubtful. 
kK is a necessity for modern dairy farms. The electric 
companies have been responsive to their needs, and we are proud of 
the fact that New York is today the Nation’s second largest dairying 
State. 

The extent of farm electrification in New York is to be compared 
with the TVA area, for example, where today 13 percent of the farms 
are still unelectrified. 

We have built and are building rural extensions whenever required. 
There has been very little occasion for REA operations in New York 
State, 

There are only 5 cooperatives having a total of 4,600 customers, or 
less than one-tenth of 1 percent of the total electric customers in the 
State. In 1952 their maximum demand in the aggregate was 6,600 
kilowatts. 

In that year they purchased for resale some 15 million kilowatt- 
hours, or less than one-twentieth of 1 percent of the electricity con- 
sumed in the State. 

In 1952 the average use of electricity by farm customers in the terri- 
tory of the 4 of our 5 companies which are upstate (Consolidated 
Edison having no farm customers in the New York State metropolitan 
area) was 4,451 kilowatt-hours as compared with the national average 
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of 2.864 and average farm use in 1952 in the TVA area of 2,600 kilo- 
watt-hours. 

The average cost per kilowatt-hour for farm service in our terri- 
tories in 1952 was 2.26 cents per kilowatt-hour as coat with the 
national average paid by farm customers of over 3 cents. 

For residential and farm customers combined, the average use by 
customers of the 4 upstate companies in 1952 was 2,279 kilowatt-hours 
as compared with the national average of 2,175 kilowatt-hours. 

The cost for residential and farm service combined in 1952 in the 
upstate area of the 4 companies was 2.71 cents per kilowatt-hour as 
compared to the national average of 2.77 cents. 

If we include the metropolitan area of New York City, served by the 
Consolidated Edison Co., where the costs of operation are relatively 
high due to the extraordinary expense of underground cig apne 
systems, high taxes, and other expenses of congested areas, the com- 
bined average residential and farm cost per kilowatt- bout of our 5 
company group is 3.36 cents. 

We have taken good care of our industrial and commerce custom- 
ers. I do not know of a single prospective industrial location which 
has bee n withheld because of Jack of electric power at reasonable rates. 
Large industrial concerns have recently completed or have under 
construction very large developments in various sections of upstate 
New York. Asa matter of fact, in the area of the Niagara Mohawk 
the construction planned for the balance of this year aggregates an 
expenditure of about $500 million, and their power demand is esti- 
mated to be between 250 000 and 300,000 kilowatts. 

These include General Motors, Ford Motor, Bethlehem Steel, Lud- 
lum Steel, and General Electric. Their plants will cost hundreds of 
millions of dollars and we will deliver to them the power necessary 
to carry on their operations. 

New York City has a larger volume of manufacturing than any 
other city in the United States. It is predominantly light industry, 
in which the use of power is relatively small—but indispensable, of 
course. In its industry and in many other ways, the city’s activities 
are dependent on an unusually high degree of reliability in power 
saint, which cannot be sacrificed for the sake of cheapening the 
service. 

The growth of modern industry always depends upon the ready 
avails ability of growth in electric power supply. This requirement has 
been amply met by the electric companies of New York State. 

In my own company our defense load approximates 529,000 kilo- 
watts and in 1952 we delivered about 1,100 million kilowatt-hours to 
just one defense plant. 

These facts make it clear that Government intervention at Niagara 
cannot be justified on the ground that the electric companies have 
failed to give satisfactory service. Such intervention would only 
handicap private enterprise in the job which it has done and is con- 
tinuing to do so well and will have to do in the future, in rendering 
service to all of the people of the areas involved. 

I should next like to analyze the contention of those who oppose 
development by private enterprise that Government power means 
cheaper power. In this connection, it is not and cannot be contended 
that Government can construct or operate the project at less cost or 
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more efficiently than private enterprise. On the contrary, we know 
that our group of companies can do a better job at less cost than Gov- 
ernment and can do it faster. 

You will recall the findings of a congressional committee during the 
82d Congress as to the tremendous extent by which the actual cost 
of Government projects exceeded estimated costs. 

No industry or organization is big enough or strong enough to com- 
pete with subsidization by the American taxpayer and under our 
system of government no industry or organization should be subjected 
to such competition. 

It is not to be disputed that the difference in price to the consumer 
between public and private power is attributable to the huge sums 
of taxes paid by investor-owned companies, and, to a very minor 
degree, to the differential in the apparent cost of raising capital. 

Again, in the latter connection, that differential is attributable to 
the nontaxability of the income upon securities issued by State gov- 
ernments or other agencies and in the case of securities issued by the 
Federal Government, the differential is attributable not only to the 
fact that the taxpayers underwrite the risks but to the fact that the 
Federal Government has issued securities of short maturity to keep 
interest costs low. 

Of course, private enterprise cannot, and should not, finance its 
business or any project such as the Niagara redevelopment in any 
such manner. 

Apart from adding to the public debt, a public development, except 
for the relatively minute payments which might be made in lieu of 
local taxes, would yield no revenue whatever for the support of 
local, State, or Federal governments at a time when legislators, par- 
ticularly State and local, are searching everywhere for new sources 
of tax revenues to meet essential governmental needs. 

On the other hand, a redevelopment by private enterprise not only 
would avoid any appropriation of public funds and any increase in 
the public debt, but would yield, we estimate, Federal, State, and local 
taxes aggregating $23 million annually—Federal taxes of $9.7 million; 
State taxes of $4.3 million, and local taxes of $9 million. This sub- 
stantial total is increased, of course, when effect is given to the taxes 
which private investors would pay upon their interest and dividend 
income. 

Thus, assuming the continuance of current tax rates, the total taxes 
to be paid in the event of a redevelopment by private enterprise would 
return to Federal, State, and local governments in some 17 years an 
umount of taxes equal to the entire cost of the redevelopment. 

In the 82d Congress, and in this Congress, sponsors of a Federal 
development, in apparent awareness of the hardship of their proposal 
upon State and local governments as the result of removing substan- 
tial property values from the tax rolls, have proposed that the Federal 
Government make payments in lieu of taxes “on the model of TVA.” 

Any such proposal falls far short of providing a substitute for 
what State and local governments would receive if the Congress au- 
thorizes the redevelopment to be undertaken by private enterprise. 
In such event, the entire $400 million of property to be constructed 
would be subject to State and local taxes as additions to existing 
taxable properties. ; 
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Thus, in the 1952 fiscal year, the TVA system, which sold over 20 
billion kilowatt-hours, made payments of about $7.7 million in lieu 
of taxes while Niagara Mohawk alone, which sold some 141% billion 
kilowatt-hours in 1952, paid State and local taxes aggregating over 
$21 million. 

Mr. Donpero. That is your company alone, and not the five ? 

Mr. Macuoxp. That is correct. 

When our Federal income taxes of $19.7 million are included, the 
total taxes paid by Niagara Mohawk in 1952 exceed $41 million. 

This total includes an annual payment of over $1.9 million to the 
State of New York for each year’s use of the waters of the Niagara 
River for our existing developments of the falls. 

In this same connection, a task force report on water resources 
projects, prepared in 1949 for the Hoover Commission on Reorganiza- 
tion of the Government, stated that public power rates are lower than 
private rates in contiguous areas for the following reasons, and I 
quote : 

A. In many cases, interest during construction is not charged, and the invest- 
ment is thereby understated (e. g., Tennessee Valley Authority). 

B. The equivalent of taxes (local, State, and Federal) paid by private com- 
panies is not included during the construction period or annually. 

C. Substantial portions of the cost are charged to other than power, i. e., 
to nonreimbursable items, such as flood control, navigation, ete. 

And in the same connection, following an analysis of typical resi- 
dential and commercial electric bills in the areas of publicly owned 
and privately owned utilities, the report concludes: 

In general, this analysis shows that the differential between the public power 
hills and those for privately owned power companies is roughly equal to the 
tax component. 

Further, in this connection, the observation made by Hon. Charles 
A. Buckley, chairman of this committee in the 82d Congress, is worthy 
of note. 


I would like to have it understood, of course, that I would like to see private 
ownership where private ownership can develop the project. I am, however, 
a great believer in having these private corporations pay taxes to the Govern- 
ment. I have always been in favor of that. I do not know where we are going 
to end up with all these housing projects in New York City alone. There is 
a tax exemption on all college property; there is a tax exemption on all church 
property; there is a tax exemption on all park pronerties. 

I am informed that about 40 percent of the present property of New York 
City is tax-exempt. As a result the other 60 percent of the property, owned by 
individuals, is now paying for all of these tax-exempt properties. 

I do not know how long it can exist without getting a revenue. That applies 
to building around New York City, and it applies also in most communities 
and cities. 

I know they have taken many, many blocks of property in New York City 
for housing projects, and those housing projects are tax-exempt. It is the old 
houseowner and old property owner who is paying for all these new develop- 
ments. 

I think we should work out some system where we can get some revenues 
somehow from some of these projects. 


No one contends that charitable, educational and religious organiza- 
tions and their properties should not be tax-exempt. However, na- 
tional, State and local taxpayers are unjustly treated and unfairly 
burdened when Government unnecessarily enters proprietary fields, 
which are or should be oceupied by private enterprise, thereby elimi- 
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nating large segments of otherwise taxable revenues and properties. 

In this connection it should also be emphasized that, as experience 
has shown, public hydropower projects expand far beyond the limits 
originally contemplated. Examples are found in the TVA area and 
in the northwest where tremendous steam plant expansion, originally 
unforeseen, has been required not only to carry expanded loads but 
to firm up the original hydroelectric capacity. The result of such 
steam-plant expansion is that additional hundreds of millions of 
dollars of revenues and property values escape Federal and State 
taxation and local tax assessment rolls. 

In the Niagara project area with which we are here concerned, 
unlike undeveloped areas, there is no occasion whatever for a subsidy 
in the form of exemption from taxes, and it is neither desirable nor 
necessary for Government, Federal or State, to be put into the power 
business. Congress should recognize that here is a situation where 
private enterprise ably and completely occupies the field at the pres- 
ent time. 

In view of the absence of any public functions of Government and 
in view of the existing and ever-increasing financial requirements 
of the Nation as a whole, Congress should reject. any course which 
would unnecessarily place Government in business, add to the public 
debt, and result in the loss of substantial annual tax revenue. It 
should, instead, leave the Niagara project to private enterprise, who 
pioneered at Niagara Falls, and can and has for more than 30 years 
been prepared to make the overall development. 

I want to make clear that, when I described to you the extent to 
which private enterprise has done and is doing its job in New York 
State, I did not mean to minimize the need for the Niagara River’s 
additional available generating capacity. When the Senate Foreign 
Relations Committee had before it for ratification the treaty with 
Canada relating to the diversion of the additional water, I appeared 
before, and also addressed a letter to, the committee urging approval 
of the treaty. I then pointed out that the vapid growth in demand 
for electric service in the State of New York would, in the future, re- 
quire substantial additional steam-electric-generating capacity even 
though all available hydroelectric resources were fully utilized. My 
letter to Senator Tom Connally dated May 28, 1950, stated that in 
the Niagara Mohawk system alone the projection for additional ca- 
pacity between 1952 and 1960 was minimum of 850,000 kilow atts, and 
since that time we have continued without letup in the construction 
of additional steam units. My letter to Senator Connally was made 
a part of the record of the hearings before the Senate Foreign Rela- 
tions Committee, and I should appreciate its being made a part of 
the record of these hearings. 

Mr. Donpero. Without objection, it will be made a part of the 
record, 

(The letter referred to is as follows:) 
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LETTER UrGiIna RATIFICATION OF TREATY BETWEEN THE UNITED STATES AND 
CANADA To PERMIT ADDITIONAL DIVERSION OF NIAGARA RIVER WATER FOR POWER 
PURPOSES 

NIAGARA MoHAWK POWER CorpP., 
Syracuse, N. Y., May 23, 1950. 
Hon. Tom CONNALLY, 
Chairman, Committee on Foreign Relations, 
United States Senate Office Building, 
Washington, D. C. 

Dear Sir: Your committee presently has pending before it for consideration 
and recommendation the treaty recently negotiated by representatives of the 
Government of the United States and representatives of the Government, of the 
Dominion of Canada to permit diversion of additional water from the Niagara 
River for power purposes. 

As chairman of the Committee on Foreign Relations you may find it helpful 
in your deliberations to have a statement of the policy and position of the 
Niagara Mohawk Power Corp. (which owns the Niagara Falls Power Co.) with 
respect to the proposed treaty. 

The Niagara Falls Power Co. is presently the only company or organization, 
publie or private, which utilizes the waters of the Niagara River for power 
purposes on the American side of the river. It (the Niagara Falls Power Co.) 
holds a 50-year license from the Federal Power Commission, issued in 1921 
(license No. 1) under the provisions of the Federal Water Power Act, authorizing 
the diversion of 19,725 cubic feet per second of water of the Niagara River for 
power purposes which, together with 275 cubic feet per second covered by tem- 
porary authorization granted in 1928, is utilized under the terms of the license, 
in its Schoellkopf station, to develop 365,000 kilowatts of electric power. It also 
presently utilizes 12,500 cubic feet per second of water from the Niagara River 
under temporary permits, making use of its Adams station, which develops about 
80,000 kilowatts of electric power. In addition, the Canadian Niagara Power 
Co., Ltd., a subsidiary of the Niagara Falls Power Co., presently utilizes approxi- 
mately 10,600 cubic feet per second of the waters of the Niagara River on the 
Canadian side to develop 80,000 kilowatts of electric power, 35,062 kilowatts of 
which are exported to the United States pursuant to a firm contract with the 
Niagara Mohawk Power Corp. 

At the time the proposed treaty was negotiated, representatives of the two 
Governments had available for their consideration the September 1949 report 
of the Bureau of Power, Federal Power Commission, titled “Possibilities for 
Redevelopment of Niagara Falls for Power.” This report sets forth in detail 
the recommendations of the Bureau for ultimate and complete utilization of the 
waters of the Niagara River for power purposes consistent with the preservation 
of the scenic beauty of the falls in the Niagara River. 

Representatives of Niagara Mohawk Power Corp. cooperated with engineers 
of the Federal Power Commission and of the Power Authority of the State of 
New York in preparing that report. All of the participants are in accord con- 
cerning the engineering recommendations contained therein, with the exception 
of certain minor details which are not important here. 

The study from which the above-mentioned report of the Bureau of Power 
emanated actually was suggested by the writer to the Federal Power Commission 
and to the Power Authority of the State of New York early in the year 1947. 
After conferring with both agencies it was agreed that representatives of the 
two Government agencies and of our company would endeavor to agree, from 
an engineering viewpoint, upon the manner of best utilizing additional waters of 
the Niagara River for power purposes, when and if the International Boundary 
Waters Treaty of 1909 should be revised to permit additional diversion. 

The report itself acknowledges appreciation of the cooperation and assistance 
given by Mr. Edwin S. Bundy, vice president and chief engineer of Niagara 
Mohawk Power Corp., in its preparation. 

As the Bureau of Power report indicates, we advised the Federal Power Com- 
mission that, in the event additional diversions should be authorized by treaty 
between the two countries, this company desired to use such additional water for 
the development of electric power. 

We are prepared to finance any such development and are fully able to do so. 

The Niagara Mohawk Power Corp. renders service to about 880,000 electric 
customers in an area of about 21,000 square miles, having a ponulation of approx- 
imately 2,800,000 persons, and extending from Albany and Hudson on the east 
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to Buffalo and the Niagara frontier on the west, and north to and including 
Ogdensburg and Massena on the St. Lawrence River. We will have constructed 
since the end of the war, to and including 1952, additional electrie-generating 
capacity of 700,000 kilowatts (mostly steam) to meet the expanding demands of 
the farms, homes, commercial enterprises, and industry of this territory. 

The entire Niagara Mohawk Power Corp. system is interconnected by a net- 
work of high-voltage electric-transmission facilities. It also has high-voltage 
transmission facilities interconnected with the systems in New England on the 
“ast: New York City, New Jersey, and Pennsylvania on the south; and with the 
system of the Hydroelectric Power Commission of Ontario on the west and 
north. 

While recent widely publicized estimates of the need for additional electric- 
power development in the territory may be on the extravagant side, our own 
studies indicate that the Niagara Mohawk Power Corp. systems must provide a 
minimum of 850,000 kilowatts of new generating capacity between 1952 and 1960 
to provide for expected increase in demand for electric service in its territory 
alone. If you attribute the same rate of growth to the other systems serving the 
public in the State of New York, it seems certain that by 1960 the 1,132,000 kilo- 
watts of additional generating capacity which will be made available by the 
proposed additional diversion of the waters of the Niagara River for power 
purposes will be utilized within the State of New York and, as a matter of fact, 
can be utilized in the system of Niagara Mohawk Power Corp. alone. 

Electricity has contributed importantly to a better way of life and to the 
standard of living in this country. Dependable electric service has hecome a 
vital necessity to modern society. The availability and dependability of such 
service at the lowest possible price consistent with sound economics have become 
a matter of social as well as economic consideration and concern. 

The furnishing of abundant, reliable, and low-priced electric energy to the 
people in the territory which we serve is one way we contribute to greater 
enjoyment of modern, comfortable living conditions and to the further advan- 
tageous use of electric service in rural and farm areas. 

Almost 100 percent of the farms in the territory of Niagara Mohawk Power 
Corp. now are taking our service or have it available to them, and by the end 
of this year I expect to be able to state that electricity is available to all of the 
farms in our service area. 

Much publicity has been given in recent months to the average rate per kilo- 
watt-hour paid for electrie service by domestic consumers in New York State. 
The New York State Power Authority reported the 1948 average use of electricity 
by domestic consumers in the State of New York to be 1,218 kilowatt-hours and 
the average cost to be 3.81 cents per kilowatt-hour. To set the record straight, I 
want to record that in the Niagara Mohawk system in 1949 the average cost for 
domestic consumption was 2.61 cents per kilowatt-hour (2.66 cents in 1948) and 
for farm use was 2.20 cents per kilowatt-hour (2.30 cents in 1948). The average 
use in 1949 for domestic consumption was 1,691 kilowatt-hours (1,623 in 1948) 
and for farm consumption 3,553 kilowatt-hours (3,148 in 1948). This use will 
be greater and the average cost less in 1950 due in part to a rate reduction made 
effective on May 1, 1950. 

I have related these facts in order to inform you briefly of some of the cir- 
cumstances and considerations which lead us to be wholeheartedly in favor of 
the confirmation of the treaty between the United States and Canada authorizing 
further permanent diversion of waters of the Niagara River for power purposes. 

The rapid growth in demand for electric service in the State of New York 
leads us to believe that additional substantial steam electric-generating capacity 
will be required in the years ahead, even though all available hydroelectric- 
power resources are fully utilized. 

We are confident of further industrial expansion in the State of New York, and 
that domestic, farm, and commercial customers will increase in numbers and in 
annual use of electric service. Greater use of electric energy, and its utilization 
for the performance of tasks to which it is not now applied, will contribute sub- 
stantially to our expanding economy. 

If the electric capacity and energy to be derived from the additional diversion 
of waters of the Niagara River are not made available, the companies now 
rendering electric service in New York State will have to provide other produc- 
tion facilities to meet the growing demands for electric service. 

We urge you to give favorable consideration to the proposed treaty. In the 
event of its approval by the Senate of the United States, we expect to ask the 
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Federal Power Commission to grant Niagara Mohawk Power Corp. a license for 
the development of electric energy through the utilization of the additional 
waters so authorized to be diverted for power purposes. 

There are no considerations of navigation, reclamation, flood control, or irri- 

ation involved in the proposed additional diversion of waters of the Niagara 
River. Here is one instance where the problem is confined to the naked question 
of use of waters of a stream for power purposes alone. 

By reason of its constant study and experience in the use of the waters of this 
very river for power purposes for over 50 years, Niagara Mohawk Power Corp. 
has the know-how to make this development and we are prepared to undertake 
it without the use of public funds. 

In addition, we estimate that the private corporation making this development 


would pay approximately $23 million annually in Federal, State, and local taxes, 
divided as follows: 


Federal____ 
State_— : 
Local___- i: 


ianctaiie aes an cethTins i een $9, 250, 000 
- —— ei a iit ascii tedllatiaabipiaad -.. 4,300, 000 
cdeieiiiaaas a A es sie ia Ml 9, 450, 000 


The difference between the estimated cost of electric energy from a public as 
compared to a private development, as set forth in the report of the Bureau of 
Power above referred to, is primarily attributable to the estimated taxes to be 
paid in the event of development by a private company, and to a differential in 
money costs. That report makes no allowances in lieu of taxes in the event of 
public development and financing. 

I do not wish to be understood as favoring confirmation of the proposed treaty 
only upon the assumption that Niagara Mohawk Power Corp. will be authorized 
to utilize the additional waters to be diverted for production of hydroelectric 
power. 

The demand for electric service in the Niagara Mohawk Power Corp. terri- 
tory and in the State of New York will, in our opinion, increase so rapidly in 
the years to come that utilization of this natural resource for power purposes is 
imperative because of the economy in the cost of generating hydroelectric power 
from that source. 

The Niagara Mohawk Power Corp. hopes that it will be permitted to construct 
and operate the facilities to utilize, for power purposes, the additional waters 
of the Niagara River proposed to be diverted. 

Having confidence in the fairness of any governmental agency or agencies that 
may be concerned with the construction or operation of additional hydroelectric 
production facilities for utilizing the additional waters of the Niagara River, 
we feel certain that some fair method of cooperation and mutually satisfactory 
policy can be arrived at, in the event our company is not authorized to undertake 
the additional development. 

The private utility companies now rendering electric service in New York State 
(their consumers, employees, and stockholders) should be participants in the 
effort to utilize the full potentialities of the power resources of the Niagara 
River in a manner consistent with the best interest of the public and without 
jeopardy to the great scenic spectacle at Niagara Falls. 

Very truly yours, 
NIAGARA MOHAWK POWER CorpP., 
Earte J. MACHOLD, President. 


Mr. Macuorp. The increasing need for power, not only through the 
constant natural growth in all of our service areas but especi ally in 
the light of the existing international situation, makes it advisable 
that additional development at Niagara Falls be commenced forth- 
with so as to make the power available at the earliest possible moment. 
Under the 1950 treaty, Canada is free to use and will use our share of 
the water in its completed plants until we are ready. 

Our companies, having accepted the franchise obligation to pro- 
vide electric service in the respective areas served, are proceeding and 
must necessarily proceed to build additional generating capacity to 
meet the growing requirements for such service in the area. A re- 


development at Nia; gara is an additional source to meet these require- 
ments. 
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It should be made by the companies serving the area and integrated 
into their presently pooled sources of supply without cost to or burden 
upon taxpayers whose interest in the redevelopment is remote. The 
industries throughout the State have tremendous power demands. 
Their products in many instances are vital to the national defense 
and economy and they can utilize ever-increasing amounts of power. 
Of course, without a most substantial commercial and industrial de- 
mand for power, the cost of power would be higher for everyone, 
since it is the combination of varied types of deman ids for power which 
enables an electric system to operate at high capacity and keep all 
rates low. 

The additional power which can be developed on the United States 
side of the Niagara River will be absorbed quickly. The projection 
for Niagara Mohawk alone of at least 850,000 additional kilowatts 
between 1952 and 1960, to which I have referred, demonstrates how 
easily the group of companies for which I speak could absorb all of 
the additional Niagara power, and this is without regard to the sub- 
stantial increase in large industrial use which is certain to accompany 
the availability of additional firm hydroelectre capacity to be de- 
veloped here. 

The urgent need for the additional available Niagara power and 
the speed with which all agree it should he made available present fur- 
ther compelling circumstances for rejecting any governmental de- 
velopment. The group of electric companies for whom I speak is 
peculiarly fitted to undertake the project and best qualified to com- 
mence construction forthwith and complete it most expeditiously. 
The Niagara Mohawk Power Corp. system has had over 50 years of 
constant study and experience in the use of the waters of the Niagara 
River for the development of electric energy. 

Only Niagara Mohawk has constructed and operated hydroelectric 
plants on the United States side of the Niagara River, where it has 
two generating stations. One of these is known as the Adams station, 
whose capacity is 80,000 kilowatts. The other is the Schoellkopf sta- 
tion, with a capacity of 360,000 kilowatts, making a total capacity of 
440,000 kilowatts which is all that can be developed under existing 
authorizations. 

The Adams station was the first large hydroelectric station built in 
the world. Its plant No. 1 was built between the years 1890 and 1900. 
Plant No. 2 was built between 1900 and 1904. 

The Schoellkopf station was constructed in three sections, known as 
stations 3A, 3B, and 8C. Station 3A was constructed between 1903 
and 1914, 3B between 1918 and 1920, and 3C between 1922 and 1924. 

In 1920, in the proceedings before the Federal Power Commission 
which resulted in the issuance of the license for Niagara Mohawk’s 
existing development on the Niagara River, the Niagara F. ls Power 
Co., since merged into Niagara Mohawk, proposed a plan of overall 
development which did not differ in any material aspect from the 
engineering recommendations now presented by the report of the 
Bureau of Power of the Federal Power Commission referred to in 
the pending bills. As a matter of fact, the use of a pumped storage 
system to increase the peak capacity was developed by Niagara Mo- 
hawk’s engineers who proposed it to the Federal Power C ommission 
during the discussions leading to the report of the Commission’s Bu- 
reau of Power. 
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We have long since completed the preliminary studies necessary to 
undertake the rede ‘velopment. Niagara Mohawk already owns all of 
the riparian lands and all of the rights-of-way required for the rede- 
velopment. There is no substantial disagreement or important differ- 
ence with the engineers of the Bureau of Power as to how the develop- 
ment should be made. As the report of the Bureau of Power states, 
there was cooperation between our respective engineers in the prepara- 
tion of the Bureau’s recommendations. 

In short, all of the preparatory steps and studies have been com- 
ple ‘ted and our group of companies lacks only the legal authority to 
undertake construction immediately. 

The group of companies for which I speak represents a substantial 
segment of the Nation’s electric -power industry. Each of the com- 
panies is soundly capitalized and is highly regarded in the investment 
world. We have assured ourselves of our ability to acc ‘omplish neces- 
sary debt financing through institutional investors, and we are ready, 
able, and willing to supply the necessary equity investment. 

rhe transmission lines of all of the companies in the group are inter- 
connected and form an integrated power pool. Our interconnection 
and those we have with other utility systems inside and outside the 
State of New York are set out on the map which I have supplied for 
the use of the members of the committee. 

We interchange power with the New England Electric System whose 
system renders service in five of the New E ngland States, and we are 
interconnected with the Pennsylvania-New Jersey power pool. We 
are also interconnected with the Hydro-Electric Power Commission 
of Ontario, Canada. All of these interconnections make possible the 
utilization of the most economic sources of our combined generating 
capacity and provide for normal exchanges of power as well as for 
emergencies, 

In the year 1952, the five companies, for whom I speak, paid approx- 
imately $170 million in Federal, State, and local taxes. Since the 
vear 1940, our total Federal, State, and local tax payments have been 
$1.469.000,000. 

We employ some 45,000 people and in the year 1952 our payrolls 
aggregated about $200 million. Since 1940, we have paid retired 
employees pensions totaling over $72 million, 

We have about 300,000 stockholders who reside throughout the 48 
States, most of whom are individual men and women. Banks, insur- 
ance companies, investment companies, and educational, religious, and 
other institutions are very substantial investors in our equity securities. 

If our group of companies were authorized to go ahead with the 
redevelopment of the available waters of the Niagara River, utiliza- 
tion of the project power would be supervised by us jointly. We 
would, as we now do in our daily operations, operate our intercon- 
nected systems and distribute the available additional power in such 
manner as to realize its most. economic potentialities to the end that 
maximum benefits would flow to as many consumers as possible. 

The participating companies would purchase the power at rates, 
subject to the regulation of the Public Service Commission, which 
would be sufficient to service the debt of the jointly owned company, 
to provide for its operating expenses, including taxes, and to allow 

fair return on the capital to be invested. 
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Public- ower advocators contend that the development of natural 
resources a private enterprise is inconsistent with the development of 
such resources for the public use and benefit. Such contentions ig- 
nore not only the nature of a privately owned public service enter- 
prise but the nature of State and Federal regulation. 

Each of the five-company group is under the rate and other regu- 
lations ot the Public Service Commission of the mstate of New York. 
We are required to and do render service on a strict cost-of-service 
basis. In addition, the Federal Power Commission not only regu- 
lates wholesale rates but scrutinizes most closely the earnings of li- 
censed projects. Pursuant to the Federal Powers Act, the Commission 


requires earnings in excess of a fair return upon investment to be 
applied to reduce the recapture cost to the Government, negli it 


elect to take over the >} ial upon the expll' ition of the license 

It is also worthy of emphasis es investor-owned electric com- 
panies undertaking hydroe lec tric developments do not make money on 
the water itself. They make only a return on the capital which must 
necessarily be invested to generate the power from the water and to 
make the power available for the use of the public. A reasonable 
return on investment is a necessary element in the cost of operating 
any business; without it, private enterprise could not raise the capital 
required for its continued existence. 

We are not only obligated by the cost-of wikis basis of New York 
rate regu lation but are p ledged | V pub lic statement to pass on to the 
consumer savings arising in any aspect of our operations. In 1950, 
for example, when Niagara Mohawk was able to effect the simplifi- 
cation of its corporate structure, it promptly passed on to consumers 
the resulting economies in the form of rate reductions in the amount 
of $1 million annually. 

There is, therefore, no valid basis whatever for the contention that 
Federal or State intrusion in the power business is required to pre- 
vent exploitation of the public. The public will pay no less under 
Government operation for the output of a public power project. The 
only difference is that the cost of the power will be divided between 
the members of the consuming public on the one hand and those of 
the taxpaying public on the other. Under the private enterprise sys- 
tem, the consumer pays the cost of his electric consumption without 
subsidy and without shifting the tax burden to others. In short, the 
people benefited will pay for the benefits, and at the lowest possible 
cost. 

In the case of the Niagara project, the cost of service basis of regu- 
lation and the other facts to which I have referred insure that savings 
in costs which may be realized by the participating companies v ill 
flow to all of the people in our service areas. Private enterprise will 
construct and operate the Niagara project for the public use and 
benefit—without exploitation and without subsidy. 

While it is not possible at this time to state with precision the ulti- 
mate savings to our consumers throug! levelopument of the Ni- 
agara project, it is possible to state that savings at the bus bar will 
result from the hydroelectric project as compared with the additional 
steam power which would otherwise be developed. 

The estimated savings will be substantial in addition to the annual 
taxes estimated at $23 million which the five companies would pay 
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under our private enterprise system. This amount of taxes, when 
applied to the estimated project output of 8 billion kilowatt-hours, 
results in a tax cost of about 4 mills per kilowatt-hour. At these tax 
levels and with present construction, financing, and operating costs, 
our group of companies could put the power output of the first stage 
of the project on the bus bar at a cost initially of about 414 mills per 

kilowatt-hour. You will recall that the first stage will encompass 
the preponderance of the project’s installed capacity producing about 
71% billion kilowatt-hours. 

In 1949 the report on the Niagara project by the Federal Power 
Commission’s Bureau of Power stated that comparable steam power 
in our service areas would cost 7.88 mills per kilowatt-hour at the 
lower prices then prevailing. Under current price and tax levels, 
we are more than justified in rounding this cost figure out to 8 mills per 
kilowatt-hour. 

On the foregoing bases, considering for the moment the first stage 
of the development by itself, the indicated reduction in bus bar cost 
is in the neighborhood of 314 mills. When this reduction is applied 
to the 71% billion kilowatt-hour output of the first stage, the resulting 
savings approximate $26 million annually. These, of course, are 
savings at the bus bar. To the extent that Niagara power is sub- 
stituted for steam power at load centers distant from the project site, 
transmission costs will reduce the savings. 

It should be noted that to render these indicated savings in power 
cost comparable with those attributable to a governmental develop- 
ment, taxes totaling about $16 million, the portion of the $23 million 
of estimated total taxes applicable to the first stage, must be added 
to the above $26 million of estimated savings, and the comparable 
savings would then become $42 million annually. 

As I have stated, these indicated savings would obtain initially. 
Later, as the project’s debt-servicing program progressed, sufficient 
portions of the originally invested capital would be retired periodi- 
cally so as to result in cost reductions. Therefore, if comparable 
steam power costs remained the same or increased, the indicated sav- 
ings would be greater and greater as time went on. 

This compartive cost analysis has included only the first stage of the 
project. The second and third stages, which comprise the ‘pumped 
storage development and the lower Niagara development, are substan- 
tially less efficent than the first stage. That is not to say that the 
second and third stages are not economical to construct. They are 
both economic and feasible so long as the cost of comparable steam 
power is higher. 

You will recall that the pumped storage development, comprising 
the second stage, involves the use of hydroelectric power during the 
nighttime hours, when it is not otherwise needed, to pump the larger 
quantities of water then available up to a storage reservoir where it 

‘an be used for meeting daytime peak demands when it is most needed. 
It is estimated that this deve ‘lopment would increase the normal firm 
generating capacity of the interconnected systems by more than 500,- 
000 kilowatts and would eliminate the need for this amount of new 
steam capac ity. 

The third stage, or lower Niagara development, involves the reuse 
of the water disc harged from Ni: agara Mohawk’s Schoellkopf plant 
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at the 94 feet of head which that plant does not develop. The develop- 
ment of that head, producing an installed capacity of only 120,000 
kilowatts, will require the construction of a tunnel 3 miles long. More- 
over, the power output of the lower Niagara development will not be 
firm since-its operation would have to be curtailed duri ing the periods 
when it is necessary to employ the water to flush ice through the lower 
Niagara. However, if the project is to be constructed by our group 
of companies, it is fortunate that this necessity rarely arises at the 
time of our system’s peaks, but when the spring runoff brings ample 
water supply to our many other hydroelectric plants throughout the 
State. 

Obviously, for the reasons which I have briefly summarized, the 
efficiency of the second and third stages are substantially less than 
that of the first stage. However, as I have stated, they are both eco- 
nomic and feasible so long as their cost is exceeded by the costs of 
comparable thermal capacity of 620,000 kilowatts which would be 
required if they were not constructed. When the cost of the entire 
project output is considered as a whole by considering the cumulative 
cost of the three stages, the resulting intial bus bar cost is 6 mills per 
kilowatt-hour. On this basis, the indicated reduction in bus bar cost 
as against 8-mill steam power is 2 mills per kilowatt-hour, or approxi- 
mately $16 million per year. 

Again, I want to point out that these are the estimated initial sav- 
ings which will increase periodically as the debt-servicing program 
decreases financing costs. Again, to render these $16 million of esti- 
mated savings comparable with those attributable to a governmental 
development, taxes totaling some $23 million must be added and the 
comparable savings would become $39 million annually. 

It should be noted that this cost analysis gives effect to the substan- 
tial increases in construction costs which have occurred since this 
legislation was considered in the last Congress, and to prevailing 
higher financing costs. 

On any basis, however, it is Sapien for several obvious reasons 
to be precise in connection with the savings. First, the project 
facilities must be integrated with ste: am capacity to render the project 
output firm capacity. Our group of companies would, of course, in- 
tegrate the project facilities as we do the facilities now existing at 
Niagara with the DPRESIIED of our interconnected systems. The sav- 
ings estimate of $39 million annually would be greater. Thus, during 
periods of adverse conditions due to ice and wind, the flow of the river 
or the amount of water available for power purposes may be greatly 
reduced. In order to carry firm contract loads during such per iods, 
other capacity must be available or loads must be curtailed. If the 
Niagara development is made by the New York State companies, all 
their power resources and reserves are available temporarily to supply 
these loads. If the Niagara development should be made by some 
agency without an interconnected system, steam capacity of approxi- 
mately 450,000 kilowatts would have to be provided to protect the load 
normally carried by the Niagara development. The capital cost of 
such stedm capacity would approximate $72 million. 

Another factor making it most difficult to estimate the savings is 
that it cannot be assumed that all of the project power will be avail- 
able to consumers in New York State since the legislation proposes 
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apportionment of project power among States within economic trans- 
mission distance. 

The industries producing materials for national defense are to be 
preferred in the distribution of project power and a substantial por- 
tion of the output will probably fall within this preferred category. 

However, I can state categorically that if Congress permits our 
private utility companies to undert: ike the redevelopment of Niagara, 
substantial savings will result in our cost of rendering service. Those 
savings must be taken into account by the Public Service Commission 
of the State of New York which exercises complete jurisdiction over 
our rates for electric service. I want again to emphasize that since we 
are regulated by the Public Service Commission and must operate on 
a strict cost-of-service basis, the Congress has assurance that all 
the redevelopment savings will inure to the public use and benefit. 

Che Federal Power Act has provided adequate safeguards for the 
protection of local as well as national interests. Under the ay here 


presented, the F eder: al Power Commission sho uld be directed | om 
Congress to issue a license to our five-company group as prov ‘ded | 
the Capehart-Martin-Miller and Dondero bills. 


The provisions of the act with respect to recapture of licensed 

= yjects by the Federal Government do not ordinarily become opera- 
tive for 50 years from the date of the license. However, if the com- 

pany to be jointly organized by us were the licensee, we would not 
object to provisions for Federal or State recapture of the Niagara 
redevelopment project becoming operative in 1971 when Niagara 
Mohawk’s license for its existing Niagara development expires. In 
this connection, Niagara Mohawk’s license for its existing Niagara 
development, issued in 1921, was the very first issued under the Fed- 
eral Power Act. 

Accordingly, in 1971, for the first time, the recapture provisions of 
the act may become operative. There will then have to be settled the 
fundamental question of policy as to whether the Government is to 
take over these licensed hydroelectric projects. The enactment of 
this proposed legislat ion—S. 689, H. R. 2289. H. R. 4351—will render 
the entire Niagara development, rather than a part, subject to the ini- 
tial decision on that policy question. 

I want to make clear, too, that the participating companies are will- 
ing, pursuant to the provisions of the proposed legislation, to enter 
into equitable arrangements for the apportionment of the project 
power among States within economic transmission distance. We be- 
lieve such apportionment should be made subject to the jurisdiction 
of the Federal Power Commission as provided in the proposed legis- 
lation. Of course, our existing eee already afford the 
basis for working out such arrangements as may be deemed desirable 
and feasible. 

Moreover, we would, of course, be most willing, and indeed anxious, 
to give preference to directions from the Department of Defense for 
supplying power to governmental installations or to industries requir- 
ing power to produce material essential to the national security. 

Further, as part of the project cost, we are prepared to pay to the 
United States its share of the cost of constructing the remedial works 
required to insure the preservation of the scenic beauty of Niagars 


Falls. 
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Favorable action upon the private enterprise bills before the com- 
mittees would be squarely within the policy expressed last month by 
the House Appropriations Committee when it said that Government 
should concern itself— 
only with those functions or activities which private enterprise cannot or will 
not undertake. 

We respectfully submit that there is no valid reason or authority for 
the Congress to put government in a pure electric power venture at 
Niagara. 

We sincerely urge the committees to act favorable upon a vape- 
hart-Martin-Miller and Dondero bills—S. 689, H. R. 2289, H. R. 4351— 
which, under the restrictions set up in the b ills, would permit im ivate 
enterprise to complete a development in which private enterprise has 
pioneered and which it has been ready, able, and willing to complete 
for over 30 years. 

Mr. Donprro. Senator, have you any questions 4 

Senator Busn. No que stions. 

Mr. Donprro. Are _ ‘re any question by any members on my left 2 

Mr. Oaxman. Mr. Chairman, I would like to ask a question. 

Mr. Donpvero. Mr. nc mai 

Mr. Oaxman. On page 21 Mr. Machold states: 

In addition the Federal Power Commission not only regulates wholesale rates, 
but scrutinizes most closely the earnings of licensed companies. 

Where does the Federal Power Commission come in on wholesale 
rates? That is only interstate; is it not? 

Mr. Macuo. That is right. 

Mr. OakMAN. In other words, if a portion of this power is to go into 
other States then they will have to get rate approval from the Federal 
Power Commission, but if it is for New York State consumption alone 
that would be the New York State Public Utility Commission. Is that 
correct ¢ 

Mr. Macnotp. That is correct. 

Mr. Donprero. Are there any other questions 

(No response. ) 

Mr. Donpero. Mr. Machold, we thank you for your very complete 
and exhaustive statement on this subject. I think the committee has 
become pretty we ll informed on the position taken by priv ate enter- 
prise with regard to the legislation before it. 

Do you agree wil, the Army engineers that your five companies 
could construct this work, if you were allowed to do it, in a period of 
tto 6 years ? 

Mr. Macuortp. We think we can have power available in the first 
unit 3 years from the time the construction starts, and complete the 
project in about 6 years. When I say “from the time the construction 
starts,” assuming that Congress passed this legislation and it became 
law, we would then have to apply to the Federal Power Commission 
for a license. 

Mr. Donprero. Who fixes the rates in the State of New York ? 

Mr. Macnoip. The New York Public Service Commission. 

Mr. Donprero. And they fix the rates that you are now charging ? 

Mr. Macuorp. Yes. 

Mr. Becker. Mr. Chairman. 
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Mr. Donpero. Mr. Becker. 

Mr. Brcxer. Then I take it you are saying that if the Federal 
Government were to take over the development and the building of 
this hydroelectric powerplant, according to your report, as I under- 
stand it, the land is already owned by your companies. Would they 
have to take that by condemnation, or purchase, from your companies, 

or make some kind of a transaction? Or do they have other lands on 
which they could build these facilities ? 

Mr. Macnorp. No, sir. 

Mr. Becker. In other words, then, you people have already pro- 
vided the lands necessary to proceed with the construction on proper- 
ties you already own ? 

Mr. Macnorp. That is correct. The physical structures would have 
to be located at approximately the locations referred to. 

Mr. Becker. And on land you already own ? 

Mr. Macuorp. That is correct. 

Mr. Becker. So that the Federal Government, if they were to step 
into this thing to develop it themselves, would then have to take the 
land from that which is already owned by your companies? 

Mr. Macuorp. That is correct. 

I might point out that we do own the rights to drive the tunnels 
from Conners Island to Lewiston. We do not, however, own any 
rights to construct any open cut canal through that section of the city. 

Mr. Becker. I would also like to ask this: question : I have the idea 
from what the Army engineers stated in the report here and in the 
report by Congressman Miller, that you had engineering, pli inning, 
and surveying and preparatory work done on this w ay back in 1923, 
and that it cost you money to do that ? 

Mr. Macuorp. That is correct. 

Mr. Becker. And I imagine it cost you considerable money. I 
presume by the same token that it cost the F ederal Government con- 
siderable money to do that same duplicating surveying, engineering, 
and planning work. Is there duplication ? 

Colonel Garces. Do you want me to answer that? 

Mr. Becker. Yes. 

Colonel Garces. We collaborated with and used the good will and 
services of the Niagara Mohawk Power Co. in arriving at our plan. 
Is that not right? 

Mr. Macnoxip. That is correct. 

Mr. Becker. You utilized their preparatory work? It was utilized 
by the Army engineers? 

Colonel Garces. We took advantage of any work that had already 
been done, naturally. 

Mr. Donvero. Are there any other questions? 

Mr. Macnorp. Mr. Chairman, we had 2 or 3 other witnesses, but 
if I could I would like to present their statements and they will be 
available for cross-examination if anyone wanted to ask them any 
questions. I would like to have them made a part of the record on 
the basis that if they had testified that is what they would have said. 

Mr. Donnero. Is there any objection to that? If not, we will be 
alad to see the statements. 

Mr. Macnotp. The first one I would like to present for the record 
is the statement of Harold I. Howell, Niagara Mohawk Power Corp. 
system project engineer, which briefly describes the physical and 
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engineering aspects of the project as we see them, inc luding the con- 
struction of two tunnels as the most effici ie nt t and desirable method of 
conveying the water to the powerplant in the overall development. 

Secondly, I should like to submit the statement of Mr. Howard L. 
Melvin, chief consulting engineer of Ebasco Services, Inc., an inde- 
pendent engineering organization which describes our interconnected 
systems and concludes that the most efficient and effective method of 
utilizing the power output of the project is to have the development 
constructed by private enterprise. 

The third statement is a statement by Mr. Franklin T. McClintock, 
vice president of Harriman Ripley & Co., investment bankers, demon- 
strating our complete ability to finance the project. 

Mr. Donvero. Without objection they will be received for the 
record. 

(The statements referred to are as follows:) 


STATEMENT OF FRANKLIN T. McCLINtTocK, VICE PRESIDENT, HARRIMAN RIPLEY & 
Co., INc., NEw YorK 


My name is Franklin T. McClintock and I am a vice president and director 
of Harriman Ripley & Co., Inc., 638 Wall Street, New York City, where I am in 
charge of the buying department. The functions of the buying department in- 
clude the handling of negotiations, studies and investigations, design of financ- 
ing programs, the preparation or approval of all registration statements (where 
required), prospectuses or circulars, with respect to all issues of securities of 
corporations and all issues of revenue obligations of public bodies to be pur- 
chased at wholesale or underwritten by Harriman Ripley or in connection with 
which our organization gives financial advice. 

Harriman Ripley is one of the most active firms in the field of underwriting 
and placing securities. During the past 18 months I have personally taken part 
in the design of financing programs, negotiations, and in arranging underwriting 
terms in connection with about $160 million of corporate securities. We have 
recently acted as financial adviser to Niagara Mohawk Power Corp. in connec- 
tion with their financing program to raise about $53 million, including the sale 
of 1 million shares of additional common stock and $25 million of bonds. 

I am here at the request of the five private utility companies in New York 
State which have evidenced a desire to effect the redevelopment. And my pur- 
pose is to testify as to the feasibility of financing the redevelopment of the 
Niagara River for power purposes in accordance with the provisions of S. 689, 
H. R. 2289, and H. R. 4351 and on the assumption that the aforementioned five 
companies will be designated, directly or indirectly, to do so. My testimony 
will be confined to the financial aspects of the redevelopment program, which is 
the only aspect as to which I am qualified to testify. 

Each of the five companies concerned has a sound capital structure and enjoys 
excellent credit in the securities markets. To illustrate, I cite the investment 
yields on their long-term bonds and on their common stocks on the basis of 
market prices quoted as of the close of business on May 4, 1953, at which time 
the new 30-year bonds of the United States Government were selling at a price 
to yield about 3.26 percent. 





Approximate yield on 


Long-term | Common 
bonds | stock 
! 
Niagara Mohawk Power Corp - 3.49 5. 92 
Consolidated Edison Co. of New York, Inc | 3. 69 5. 66 
New York State Electric & Gas Corp 50) 5. 63 
Rochester Gas & Electrie Corp . 3.78 5. 89 
Central Hudson Gas & Electrie Corp ( 5 29 
Average for 4 companies 3. 61 
Average for 5 companies 5. 80 


1 All ieee term os a abt priv: ately h held. 
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The estimated cost of redevelopment of the Niagara River under present price 
levels is reported at about $390 million based on a 6-year construction schedule 
While this is a large sum, it amounts to only about 14 percent of the original 
cost of the existing utility properties of the 5 companies combined, such invest- 
m having amounted to $2,800 million in round figures as of December 31, 
1952. Due to rapidly expanding demands for service, each of the 5 companies 
has invested substantial sums in additional plant during the postwar period. 
In the year 1952 slone, the combined gross utility plant of the 5 companies in- 
creased almost 7 percent. Since the construction period for the Niagara re- 
development is presently estimated at about 6 years, it appears evident that an 
average annual increment of less than 2.3 percent in combined utility plant 
(that is, one-sixth of 14 percent) of the 5 companies over the period as a result 
of the Niagara redevelopment would not cause a severe bulge in their construc- 
tion programs or in their money requirements for construction. These compara- 
tive figures suggest that each of the 5 companies could directly finance its share 
of ecst of the project, from time to time as the funds are needed, in much 
the same manner as their individual construction programs have conventionally 
been financed in the past, differing only from the fact that this would be a joint 
undertaking If such a program were to he followed, the situation would be 
quite normal in all foreseeable respects and there is every reason at this time 
to think that adequate funds would be forthcoming from the market to finance 
the project 

On the other hand, in order to reduce financial costs, the 5 companies mav 
quite reasonably wish to depart from conventional financing methods with re- 
sp » this particular project, that is, they may wish to form a separate com- 
pany, in which they would own the equity, to develop the project. This separate 
company might be financed in a different manner than any 1 of the 5 companies 
would itself wish to finance. The conventional pattern for electric utility capital 
structures is 50 to 60 percent debt, with the balance in preferred stock and/or 
common equity. 

This pattern has been evolved over the years by the electric industry and by 
regulatory commissions in the light of the relative stability of the industry in 
the face of swings in business activity, and with the thought in mind that the 
various assets behind the money capital employed by the industry, including 
properties for the generation, transmission, and distribution of electricity, are 
replaced from time to time as they wear out or become obsolete, through the 


use of depreciation accruals, thus maintaining the economic value of the prop- 
erties originally mortgaged. The lien of the mortgage extends to additions and 
replacements through after-acquired property clauses. Debt issued by the elec- 


tric utility industry is not generally retired through the operation of cash sink- 
ing funds, the premise being that a continuing enterprise of this type may safely 
borrow up to about 50 percent of its assets and that little is to be gained by 
churning over the debt portion of the total capital structure, 

If the redevelopment is effected through a separate company, the activities of 
that company, when the project is in operation, will be confined to the genera 
tion and sale of electricity at wholesale. The facilities it will construct at 
Niagara will have an unusually long useful economic life, say from 65 to 100 
years Its operations would not be comparable with those of most electric 
utilities which must own, in addition to generating facilities, such items as trans 
mission lines, switching stations, distribution lines and meters, as well as many 
other relatively short-lived items of property, in order to provide service direct 
to the consumer. 

The proposed Niagara redevelopment would be undertaken under a license 
from the Federal Power Commission under the provisions of the Federal Power 
Act of 1920. The 3 bills under consideration provide that an 
United States or of New York State may take over and operate the project 
after March 2, 1971, on payment to the licensee of its ‘‘net investment” in the 
project. Briefly, net investment is intended to be substantially tantamount to 
original cost less aecrued depreciation. The amount of depreciation accrued 
annually on a straight-line basis will be determined in accordance with an esti- 
mate of the useful economic life of the project to be made by the Federal Power 
Commission. 





agency of the 


Here we have a situation where cash will be generated through depreciation 
accruals each year. Very little of this cash can be used to replace property until 
the project is quite old. Also, at any time after 2, 1971, cash equal to 
“net investment” may be realized through the taking over of the properties by 
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a public agency. In these respects this project differs from most electric utility 
companies serving the general public which are continuing enterprises and must 
reinvest cash generated through depreciation accruals and through retained 
earnings in replacements of and extensions to property 

Looking somewhat more closely at the problem of financing a separate com- 
pany which would redevelop the river in a situation where its original invest- 
ment will be amortized, presumably with few, if any, replacements, over the 
estimated useful economic life of the properties, or perhaps through the taking 
over of the project by a public agency, it becomes apparent that there is no 
particular magic to a capital structure for the separate company in which first 
mortgage debt is limited to 50 to 60 percent of the cost of the facilities. In this 
situation mortgage debt may quite properly be issued to a considerably higher 
percentage of total cost, say 80 percent more or less, so long as the terms of the 
mortgage adequately protect the holders of the bonds. I would like the following 
as among the more important matters with respect to which the holders of the 
bonds should be protec ted: 

(a) The mortgage should be closed at some amount sufficient to provide the 
contemplated debt portion of the capital structure. 

(>) The five equity-owning companies should agree to invest the necessary 
equity money to complete the project over and above funds to be provided by 
sale of bonds. 

(c) A sinking fund should be provided for the bonds which would at all times 
at least maintain the initial ratio of debt to “net investment.” In this manner 
the holders of the bonds would be protected in the event the project is taken 
over by an agency of the United States or of New York State after March 2, 1971. 

(d) The separate company should enter into power contracts, extending over 
the life of the mortgage bonds and any bonds issued to refund such bonds, with 
the five equity-owning companies and other wholesale purchasers of power, under 
terms providing for payments sufficient to meet all charges, including operating 
expenses, Maintenance, all taxes, interest, and sinking funds. Such power con- 
tracts would, of course, have to be subject to termination in the event of the 
taking over of the project after March 2, 1971, by an agency of the United States 
or of New York State. 

(e) The separate company should covenant to keep the facilities adequately 
insured. 

This project differs in one most important respect from other huge hydro 
electric projects such as the St. Lawrence and Grand Coulee—the difference lies 
in the fact that no dam is required to impound water in the Niagara River to 


create a head. Where a dam is involved, no power can be produced until this 


very important item in the total cost is completed. At Niagara, water is to be 


i 

located in the gorge. Each tunnel or canal will provide water for a given num- 
ber of generating units which can be installed and placed in operation on com- 
pletion of the tunnel. In addition, at Niagara, the redevelopment plan calls for 
a pump storage project and also for the reuse of water going through the existing 
Schoellkopf plant. Depending on the number of tunnels or canals to be built, 
the Niagara redevelopment consists of four or five distinct phases, each self- 
supporting. The separability of these phases has an important bearing on the 
financing problem involved. Purchasers of bonds to provide funds for a con 
struction project standing on its own quite naturally want assurance on one very 
basic point, namely, that those building the project will not run out of money 
before the project is completed and in a position to produce revenu 

This generally means that the builder must obtain a commitment in advance 
of the start of construction for all the funds expected to be needed during the 
construction period. Substantial amounts of interest during construction are 
paid and become part of the total capital cost. The importance from the financial 
standpoint of the separability of the various phases of the Niagara redevelopment 
into self-supporting units lies in the fact that a separate company carrying out the 
development would not be forced to obtain an advance commitment for $390 
million of construction funds. We calculate that instead the maximum amount 
necessary to be raised in any one year would be about $145 million. A material 
saving in interest during construction and a smaller overall capital requirement 
are the direct results of this characteristic of the Niagara redevelopment problem 

In the tight money situation now obtaining, it is especially important that a 
borrower be able to space his requirements, if they are large in amount, over a 
considerable period of time. The borrower can thus generally obtain a lower 
interest rate on his initial requirements than would otherwise be the case, al- 


earried through tunnels or canals from a point above the falls to the powerplant 








74 NIAGARA POWER DEVELOPMENT 


though he naturally has no assurance as to what the rate may be on future 
requirements. 

It is premature to set up a detailed plan of financing for a separate company 
in which the equity money would be provided by the five New York State utilities 
in the event these bills become law and the Federal Power Commission designates 
such a company to carry out the redevelopment. However, I have discussed the 
problem with representatives of one of the largest life-insurance companies along 
the lines previously indicated, that is, construction of the project by a separate 
company which would borrow approximately 80 percent of the total cost and to 
which the five companies would furnish the balance in the form of equity money. 
As a result of this discussion, I am confident that a financing plan can be de- 
signed and carried out which will depart on the upside from conventional utility 
standards as to debt ratio and the mortgage bonds of which will be salable to 





utional investors at reasonable interest rates in the light of conditions 
obaining at the times the financial steps are arranged. 
STATI NT OF HowArp L. MELvIN, CHIEF CONSULTING ENGINEER 


oF EBASCO SERVICES, INC, 


My name is Howard L. Melvin; I am chief consulting engineer of Ebasco 
Services, Inc., 2 Rector Street, New York City. 

During the past 2 vears Ebasco has been engaged in a consulting engineering 
capacity by the Niagara Mohawk Corp. to 

Analyze the general plan of development proposed by the Niagara Mohawk 
engineers 

Analyze the report titled “Possibilities for Redevelopment of Niagara Falls 
for Power” dated September 1949 by the Bureau of Power, Federal Power 
Commission ; 


Analyze the report titled “Review of Reports on Niagara River, Black Rock 





Channel and Tonawanda Harbor and Bufialo Harbor ‘a River, N. Y.— 
Redevelopment for Power,” dated December 1, 1951, by the district engineer, 
Buffalo district : 

Inspect the site of the proposed project ; 

Prepare cost estimates for the alternate plants of development in these reports 


and give engineering opinions with respect to their relative merits; 

Make determinations of the additional electric load-carrying capacities that 
would be available under different methods of operation; and 

Make other less important studies of pertinent features of the project. 

Asa result of this work, 

We recommend the general plan of development as proposed by Niagara Mo- 
hawk and its associates ; 

We find that maximum electric load-carrying capacity can be secured if the 
project is planned, designed, and constructed by Niagara Mohawk and its 
associates to assure that its operation will be fully coordinated with the inter- 
connected systems or power pool in New York State; 

We found that the capacity and energy available from the project (including 
required transmission lines) if developed and operated as recommended would 
be competitive with and the cost of power would be somewhat less than equiva- 
lent thermal capacity that would otherwise have to be constructed to supply the 
increasing electric demands of the region ; 

We found that navigation will not be affected by the development for power. 

The project is unique in many respects but particularly in that the water 
available for power purposes must be taken from the river as it flows after 
allowing specified minimum quantities to be discharged over the falls to preserve 
the scenic spectacle. This water going over the falls for scenic purposes is the 
primary water available 100 percent of the time. Unfortunately the residual 
water for power purposes as provided for in the treaty does not match the 
characteristics of any electric utility load either with respect to amounts or 
time. For example, during the summer months maximum amounts of water 
are available at night when loads are lighter and minimum flows are caused by 
ice jams in winter when loads are heavy. Full utilization of the available energy 
therefore requires a market capable of absorbing the power at any and all times 

One very unusual feature has been adopted in the plan of development that 
makes it possible to store the extra water available at night during the tourist 
season; also, a large portion of the night water in winter for more valuable use 
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during the following day hours of heavy demand. This feature is the pumped 
storage reservoir, a necessary and economic though a relatively high cost part 
of the development plan. With this reservoir, night water is pumped into 
storage and then released through the powerplants to supplement the daytime 
water, thereby securing maximum load-carrying capacity from the total water 
available for power production. 

Even with the storage reservoir, complete and maximum usefulness of the 
available water can be accomplished only if the project is an integral part of a 
very large power system having other thermal and/or hydroplants whose output 
can be controlled without waste to supply minute-to-minute and seasonal varia- 
tions in the demands of electric consumers. In addition, great precision in the 
operation of all of the power facilities in the powerpool and complete coordination 
with the operating organization on the Canadian side are required. 

It may be contended that the project could be designed, constructed, and 
operated by another agency in complete coordination with the utility companies 
with equally good results. From the extensive experience of Ebasco in the 
organization and operation of powerpools it can be stated that the same degree 
of perfection with such a type of operation would be very difficult of accom- 
plishment. It is, therefore. our conclusion that maximum efficiency and values 
in the utilization of the available water will be secured if appropriate Govern- 
ment agencies exercise control of such remedial works as may be required in 
the river to preserve the scenic spectacle and police the use of the waters for 
power purposes, assigning to the electric utilities the responsibility for producing 
the power and energy in the most effective manner for serving the public. 

Concerning main features of the Lewiston project we recommend the intake 
works at Conners Island, 2 concrete-lined tunnels for the main water conduits 
to the forebay, 1 tunnel from the forebay to the storage reservoir, a storage 
reservoir with pumping and regenerating plant having approximately 130,000- 
kilowatt capacity, and a powerplant with approximately 1,350,000-kilowatt in- 
stalled capacity consisting of units of the largest practicable size. The pro- 
posed lower Niagara plant of approximately 120,000-kilowatt capacity which 
would take the water discharged by the existing Schoellkopf plant would follow 
completion of the Lewiston and pumped-storage projects. Tunnels for the 
waterways are definitely recommended instead of open or covered canals after 
careful analyses of engineering design features, construction problems, opera- 
tion, maintenance and costs. 

On the basis of operating the Lewiston plant, pump-storage reservoir, and 
the lower Niagara plant in combination and as an integral power resource in 
the approximately 8,000,000-kilowatt New York State powerpool, we have deter- 
mined that the dependable load-carrying capacity contributed by the project 
is 1,100,000 kilowatts. This value corresponds with the determination made by 
the Niagara Mohawk engineers; likewise, we are in accord with their deter- 
minations of the additional amounts of energy that can be made available from 
the project as a whole and its component parts. This value of 1,100,000 kilo- 
watts is the average of the monthly dependable capacity values which vary 
over a wide range. This averaging can be accepted in a powerpool having large 
amounts of steam electric-generating capacity, because it is possible to take to 
account the reserves on the interconnected system, coordinated scheduling of 
equipment maintenance, the seasonal variation in electric demands, and the 
operating perfection that comes from years of experience. Actually, it will be 
necessary to use steam-generated power during certain critical conditions for 
pumping night water into the storage reservoir for the following daytime de- 
mands in order to realize the 1,100,000- kilowatt value. 

In contract with the plan of development and method of operation proposed 
by Niagara Mohawk and its associates, let it be assumed that the development 
is to be made to independently supply a load of the same general characteristics 
as that of the New York powerpool. If this were done, a load having a mavxi- 
mum annual demand of only 485,000 kilowatts could be served with absolute 
certainty. Of course, there would be very great amounts of unused water from 
Which secondary energy could be produced and possibly sold. Such energy 
would have value for replacing and saving of fuel only at existing steam plants. 
It is very questionable if such values would cover the fiixed charges on the in- 
vestments required to produce and transmit the energy to market. Obviously, 
such a plan would not be economic. However, it illustrates the point that, if 
any portion of the power and energy is dedicated specifically to a particular load 
or group of consumers, such load may subtract as much as two times its amount 
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from the dependable capacity capable of being realized under completely pooled 
operation. 

Concerning the transmission of this additional block of power to the absorb- 
ing load centers, the problem is relatively simple. As this power is brought 
into production, approximately one-half of the amount will be used in the im- 
mediate vicinity of the falls and distributed by the local 115,000-volt transmis 
sion network. The balance of approximately 500,000 kilowatts will have to be 
transmitted only from 100 to 200 miles to major centers on the present trans- 
mission network where it can very readily be absorbed into the entire powerpool 
by the displacement process. These transmission lines, probably three or four 
230,000-volt circuits, should extend eastward from the falls in the direction of 
coal shipments, since greatest values will be derived from the waterpower as 
it replaces higher cost fuel. By far the major portion of power used in New 
York State is and will continue to be produced from fuel even with the addi 
tional Niagara development. Actually, as stated, there will be times when 
fuel-produced power will flow in reverse over the transmission lines to the falls 
for pumping the night water into the storage reservoir. 

Finally, it is our considered judgment and recommendation that, with the 
new water-allocation treaty now in effect, it is of great economic importance 
that all additional water available for power purposes be utilized most efficiently 
and effectively, also as promptly as practicable. These objectives can be ac- 
complished by adopting the plan of development and operation proposed by 
Niagara Mohawk and its associates with the cooperation and under the control 
of the appropriate Government agencies. 


STATEMENT OF HAROLD I. HOWELL, SYSTEM ProsectT ENGINEER, NIAGARA MoHAWK 
POWER CORP. 


My name is Harold I. Howell. I am the system project engineer of the 
Niagara Mohawk Power Corp., 600 Electric Building, Buffalo 3, N. Y. I should 
like to outline for you as briefly as possible our plans for the development of 
additional power at Niagara Falls. For the sake of brevity, I may omit descrip 
tion of some features which may be of interest to some of you gentlemen and in 
that event I will be glad to answer any questions which you might expect an 
engineer to be capable of answering. 

I want to point out at the start that the Niagara and St. Lawrence power 
developments are 250 miles apart Lake Ontario and a portion of the Niagara 
and St. Lawrence Rivers lie between them. The operation of these two projects 
will in no way be coordinated such as is usually the case when two or more 
hydroplants are located on the same stream. There will be no physical or operat 
ing relationship whatever between the two developments. 

At Niagara, a prime consideration in the development of power is and has 
the preservation of the beauty of the falls. The treaty of 1950 with 
Canada which permits the diversion of the additional water making the project 
possible provides for the maintenance of the scenic beauty. This, of course, is 
to be accomplished under the direction and supervision of the International 


Joint Commission. 





always been 


Many years ago, the engineers of the Niagara Falls Power Co., a predecessor 


of Niagara Mohawk, were convinced that additional diversions of water for power 
purposes could be made without affecting the scenic beauty of the falls. In order 
that this fact could be demonstrated to the public and to the Government author 
ities of Canada and the United States, in 1923 the Niagara Falls Power Co., 
since merged into Niagara Mohawk, built a large-scale working model of the 
falls and a section of the river upstream. For over 30 years, we have been 
prepared to proceed with the construction work 

Our model demonstrated that the construction of a submerged weir to be 
located upstream from the cascades above the falls would accomplish two things: 

1. It would cause sufficient water to flow over the American Falls to maintain 
their scenic beauty. and 

2. It would sustain the normal water surface elevation of the pool above the 
upper rapids—the location of the existing and the new power intakes—under 
conditions of increased diversion of water from that pool. 

Late in 1947, the weir was constructed under the supervision of the Inter- 
national Joint Commission. 
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The model also demonstrated that if remedial works are built upstream from 
the brink of the Horseshoe Falls the water would be spread more evenly along 
the crestline so that both flanks of these falls would be covered with a sheet 
of water. It was significant, too, that erosion would be retarded at its apex by 
the reduction of the concentration of flow at that point. Our work on the model 
was helpful to the Special International Niagara Board in the preparation of 
its report in 1929. 

Here we have a chart and a map which I hope will help you to visualize what 
we engineers of Niagara Mohawk Power Corp., New York State Electric & Gas 
Corp., Rochester Gas & Electric Corp., Central Hudson Gas & Electric Corp., and 
Consolidated Edison Co. of New York propose to construct at Niagara. We 
worked with the engineers of the Bureau of Power of the Federal Power Com- 
mission in the preparation of the report to that Commission on the Possibilities 
for Redevelopment of Niagara Falls for Power, issued in 1949. This report is 
referred to in the Canvehart-Martin bill and the Miller and Dondero bills. 

The chart which I have with me is a profile of the Niagara River. Between 
Buffalo and the quiet pool—Grass Island-Chippawa Pool—near the brink of the 
falls, the river drop is about 10 feet in 22 miles. In the Upper Rapids between 
the Grass Island-Chippawa Pool and the brink of the falls, the river drops about 
60 feet in 1.5 miles. The vertical plunge over the falls is about 160 feet to the 
Maid-of-the-Mist Pool at the foot of the falls. This total drop of 220 feet be 
tween the upper and lower pools is the maximum head which has been developed 
on the American side. 

Between the Maid-of-the-Mist Pool and a point upstream from Lewiston, N. Y., 
the river drops about 94 feet in a distance of 3.5 miles. This portion of the river 
is referred to as the Lower Rapids section. The total drop of the river between 
the Grass Island-Chippawa Pool and the point near Lewiston which is available 
for economic power developments therefore amounts to about 314 feet in a dis 
tance of about 6.5 miles. 

From the foot of the Lower Rapids, the river flows about 7.5 miles into Lake 
Ontario and drops about 1.5 feet in this distance. 

As is indicated on this chart, the principal generating station which we refer 
to as the proposed Lewiston generating station will be located at the foot of the 
Lower Rapids and will develop the full head of 314 feet between the Grass 
island-Chippawa Pool and the foot of the Lower Rapids. 

Turning now to the map which shows the location of the existing and proposed 
plants at Niagara Falls, I should like to point out the small map in the upper 
left-hand corner which shows a portion of Lake Erie, the cities of Buffalo and 
Niagara Falls, N. Y., the Niagara River which flows northward for a distance of 
uhout 36 miles from Lake Erie to Lake Ontario, and a portion of Lake Ontario. 
The small square shown in this small map indicates the area included in the 
jarge map. 

Referring now to the large map, the river flows from the right to the left 


This section of the river is known as the Grass Island-Chippawa Pool. These 
are the Upper Rapids. The submerged weir, completed in 1947, is at this 
location. 

The Horseshoe Falls are at this location, and the American Falls at this 
location. The pool at the foot of the falls is known as the Maid-of-the-Mist 
Pool. This pool extends downstream from the falls about 114 miles to the head 
of the Lower Rapids. These rapids extend downstream about 3.5 miles and the 
drop through them is about 94 feet. 

The whirlpool is located about midway between the head and foot of the 
Lower Rapids. Our proposed powerplant will be located at the foot of these 
rapids. 

The new remedial and control works which will be constructed under the su 
pervision of the International Joint Commission will be constructed at this loca 
tion. A certain amount of excavation will be made at the flanks of the Horseshoe 
Falls. 

The oldest station on the American side of the river is the Edward Dean Adams 
station, the world’s first major hydroelectric central station development. This 
station has a capacity of about 80,000 kilowatts and produces power under a 
head of about 135 feet. The Schoellkopf station has a peak capacity of about 
365,000 kilowatts and produces power under a head of 220 feet. These 2 stations 
are operated and maintained by Niagara Mohawk Power Corp. under the terms 
and conditions of a license issued by the Federal Power Commission on March 2 


1921. This was the first license issued under the Federal Water Power Act 
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The Adams station was constructed between 1890 and 1904. The Schoellkopf 
station was constructed between 1907 and 1925 and was designed to utilize 
all water made available to the United States under the terms of the treaty be- 
tween the United States and Great Britain in 1910. Under the terms of this 
treaty, the quantity of water allotted to the United States for power purposes 
was limited to an aggregate daily diversion at the rate of 20,000 cubic feet of 
water per second. The allotment to Canada was limited to 36,000 cubic feet 
of water per second. 

On the Canadian side of the river, there are at this time 4 hydro plants. 
Three are owned by the Hydro-Electric Power Commission of Ontario and one 
by Niagara Mohawk Power Corp. The one owned by Niagara Mohawk is our 
Rankine station with an installed capacity of about 80,000 kilowatts. The three 
owned by HEPC are the Toronto plant with a capacity of about 108,000 kilo- 
watts, the Ontario plant with a capacity of about 138,000 kilowatts and Sir Adam 
Beck No. 1 with a capacity of about 373,000 kilowatts. Sir Adam Beck No. 1 is 
the only plant on the Niagara River which now produces power under the full 
head of about 314 feet. 

The Sir Adam Beck station No. 2, which has been under construction since 
1950, is at this location. It will be supplied with water through two 45-foot 
tunnels about 514 miles long and an open canal about 24% miles long. The in- 
stalled capacity will be about 1.2 million kilowatts. The original plan was to 
install 900,000 kilowatts of generating equipment. A short time ago, the Hydro- 
Electric Power Commission announced its plans for a pump storage development 
similar to our plan, which I will describe later. As a result of this revision, the 
Sir Adam Beck No. 2 station will have an installed capacity of 1.2 million kilo- 
watts. The total Beck station will have an installed capacity of about 1.6 million 
kilowatts 

As early as 1917, Niagara Mohawk Power Corp. had offered to make the full 
head development of 314 feet. This was during World War I. The Federal 
Government studied the various plans and construction cost estimates submitted 
to them and recommended only the construction of an addition to the existing 
220-foot head development. 

Time of construction and funds required during wartime conditions were the 
controlling factors in the minds of the Federal Government in thus limiting 
our authority. The Federal Government also recognized that the 220-foot head 
project would fit into a comprehensive development of the river since the full 
head of 314 feet could be accomplished at a later date by developing the re- 
maining 94 feet in the Lower Niagara River in a second stage. As a result of this 
recommendation, the Niagara Falls Power Co. constructed an addition to its 
Schoellkopf station which is today known as Schoellkopf station 3B. 

Under the terms of our license issued by the Federal Power Commission in 
1921, we were required to place Adams station in reserve and redevelop its water 
under the head of 220 feet. This was done by driving a 32-foot horseshoe- 
shape tunnel, 4,400 feet long, under the city of Niagara Falls and adding Schoell- 
kopf station 3C. 

The five companies’ plan of development may be summarized in this manner: 

First step: Construct one 47-foot diameter circular concrete lined tunnel about 
5 miles long from the Conners Island intake to the Lewiston powerhouse. This 
development can utilize about 30,000 cubic feet of water per second under the 
full head of 814 feet and will operate in conjunction with the existing Schoellkopf 
and Adams stations. The added installed capacity will amount to about 675,000 
kilowatts. 

Second step: Construct the second 47-foot tunnel which will add about 675,000 
kilowatts of capacity. Schoellkopf station will continue to operate as well as 
Adams station when water is available within treaty limitations. 

Third step: Construct the pumped storage development to provide for greater 
peak load output at the Lewiston powerhouse. This development will consist of 
a single 47-foot diameter tunnel about 1 mile long. A pumping-generatine sta- 
tion which will add 130,000 kilowatts of generating capacity and a pump storage 
reservoir of about 22.000 acre-feet. 

Fourth step: Construct the lower river development tunnel about 3 miles long, 
about 42 feet in diameter. This development will add about 120,000 kilowatts 
and will develop the 94 feet of head in the lower river between the Schoellkopf 
station powerhouse and the Lewiston powerhouse. 

This plan will add approximately 1.6 million kilowatts of installed capacity 
to the existing capacity of Schoellkopf and Adams stations. The dependable 
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capacity when utilized in the integrated transmission system of the five companies 
will be about 1.1 million kilowatts. The increase in annual energy will amount to 
about 8 billion kilowatt-hours, thus making the total output on the American 
side, including Niagara Mohawk’s present generation, about 12 billion kilowatt- 
hours a year. 

The proposed Niagara development can be completed in about 6 years and 
power from the first step can be generated in about 3 years after the start of 
construction. 

The pumping-generating station is an interesting and unique development. It 
was conceived by the Niagara engineers about 30 years ago. Since the treaty 
of 1950 with Canada permits greater diversions of water during the night hours 
when demands for power are less, water will be pumped from the tunnels of the 
Conners Island-Lewiston development into a storage reservoir at night and re- 
leased the following day through the full 314-foot head development as well as 
throuzh the drop at the storage reservoir. The water wheels of the turbines 
will act as pumps at night when driven by the generator acting as a motor. The 
procedure will be reversed when water is being released from the reservoir. 

While on a kilowatt-hour basis, construction costs for the pumped storage 
development and the lower river development will be considerably higher than 
the two-tunnel development from Conners Island to Lewiston; their construction 
is feasible so long as the cost of comparable steam power is greater. 

Based upon construction costs in the early part of 1953, it is estimated that 
the complete development would cost about $390 million, exclusive of the cost 
of the remedial works. While there is no definitive figure of cost for such reme- 
dial works as the International Joint Commission may require, I have been 
informed that the figure may be in the neighborhood of $17 million, only half 
of which, of course, is an obligation of the United States under the terms of the 
1950 treaty. 

Mr. Macuorp. I have here for the use of the members of the com- 
mittee, if they would care to have it—and I would not suggest it be 
made a part of the record—a narrative history of hydroelectric devel- 
opment at Niagara Falls up to date. I do not know whether the com 
mittee would care to see it, but I want to make copies of it available 
in the clerk’s office if that is satisfactory. 

Mr. Donpero. It may be made available to the members of the 
committee. 

Mr. Macuotp. Yes, sir. 

Mr. Donpero. Is that all, Mr. Machold ? 

Mr. Macuoxrp. That is all I have. 

Mr. Donpvero. We thank you very much for the statement which 
you made. 

I think the Chair ought to make a further statement in regard to 
tomorrow. The purpose of the House going into session at 10 o’clock 
today was in an effort to see whether or not they could complete the 
bill before it today. If that does ions n, this committee will have 
all day tomorrow to hear testimony on this project. 

If there is no objection on the part of the committee, that program 
will be followed. I have conferred with Senator Bush about it, and 
it is satisfactory to him. I ask if there is any objection on the part 
of any member of the committee to that arrangement. 

Mr. Becker. It is all right here. 

Mr. Donpbero. We will try to meet at 10 o’clock tomorrow the same 
as we did today. 

I would like to say now that three reports have been received from 
agencies of the Government. They are the report of the Department 
of the Interior, the report of the Department of the Army and one 
from the Federal Power Commission. If they have not already been 
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neluded t 1ej will be included at this point in the record of the 
hearings. 

Is Mr. Robert W. MacGregor of the New York State Association of 
Electric il Worke rs, A FL, IBEW. here ? 

Mr. MacGrecor. Yes, sir. 

Mr. Donpero. Mr. MacGregor, we are glad to have you present with 
[I think you were present before this committee on a former 


occasion, 


STATEMENT OF ROBERT W. MacGREGOR, BUSINESS MANAGER, 
LOCAL UNION 1049, INTERNATIONAL BROTHERHOOD OF ELEC- 
TRICAL WORKERS, AFL 


Mir. MacGregor. Yes, sir. 

Mr. Donv} RO, | recognize you, and we would be glad to hear vou. 

Mr. MacGrecor. Yes, sir. In order to expedite the proceedings I 
would like to take just a few excerpts from my testimony for oral 
presentation and submit them to you for the record. TI also have two 
exhibits which are attached to the written testimony, and I would 
just like to pass them over for a few minutes and make a few com 
ments on them. 

Mr. Donpero. They will be received and made a part of the record. 

(The material referred to is as follows:) 


STATEMENT OF Rorert W. MacGrecor, on BEHALF OF THE NEW York STATI 
ASSOCIATION OF ELECTRICAL WORKERS 


My name is Robert W. MacGregor. I am the business manager of Local Union 
1949 of the International Brotherhood of Electrical Workers affiliated with the 
American Federation of Labor. I appear here today as the representative of the 
New York State Association ‘of Electrical Workers. This association comprises 
the members of the International Brotherhood of Electrical workers (AFL) of 
the State of New York, numbering over 100,000, 

The New York State Association of Electrical Workers through me appears 
before the honorable committees to support §. 689 known as the Capehart-Martin 
bill, H. R. 2289, known as the Miller bill, and the companion bill H. R. 4351, 
known as the Dondero bill. The association definitely and unequivocally supports 
the development of electric power at and transmission from Niagara Falls by 
private capital 

This is competently represented by the five major privately owned electric 
power mpaunies who already serve the major portion of the territory in which 
wer is to be distributed. They have the capital. the know-how, and the 
experience to proceed immediately—not in &, 3, 4, or 5 years—with the project 

Thev serve now most of the territory efficiently and economically, at rates 
which are well reguiated by the New York Public Service Commission. They 
pay many millions of dollars of Federal and local taxes w hich Government proj 
ects do not and what is most important to the electrical workers—they respect 
the wage level and satisfactory working conditions which our union has won 
over many vears of struggle 

The Government projects do not. 

The experience of my union, the International Brotherhood of Electrical 
Workers of the American Federation of Labor, with Government power proj- 
ects has been bitter. In all of them, including REA’s, public-utility districts, 
municipal and State bodies, we have had an unending struggle—often in vain 
to obtain and maintain fair and decent labor relations. 

Iam not going to detail that struggle with Government power projects here. 
It will be found in full report in the brief which I filed with the House Public 
Works Committee hearings on the Niagara power development in 1951 and which 
I am filing as part of my statement (exhibit A). 

What I am presenting to these honorable committees today is what I may 
eall a brief balance sheet which I believe shows incontrovertibly that the 
Niagara power development should be placed in the hands of private capital 


NIAGARA POWER DEVELOPMENT Sl 


from every viewpoint, that of net ce to the pul lic, that of speed of dev 
that of favorable rates and not lei from our point of view, that of decent 
wage rates and working conditions for our members 

As good citizens we would subordinate our interests as workers where an 
overriding public interest justifies Government development of a power project. 

The public interest is just the reverse in the Niagara case. 

Item 1: There is no problem of irrigation, navigation, or flood control in the 
case of the Niagara development—the sole excuses upon which Federal develop- 
ment of power as a byproduct are based. This is a straight power development 
which should stand on its merits as such. Public interest revolves solely around 
the most efficient and economical development of powe1 

Item 2: From the time viewpoint, the five private New York State utility 
companies are now ready to proceed, can have the first units in operation within 
3 years and completely developed within 5 years. 

It would take either the Federal Government or New York State at least 
2 years longer to complete. In terms of jobs and of increased need of war 
materials, this is a major consideration 

Item 3: From the viewpoint of the taxpayer, State or Federal development will 
require an estimated $390 million of the taxpayers’ money and will be largely 
tax free in operation. Private development will not require one nickel of the 
taxpayers’ money and will return each year to the Federal and local Govern- 
ments an estimated $23 million in taxes. With the burden of taxes on workers 
now Virtually unsupportable and with every effort being made to cut them, it 
would be folly to throw away this substantial tax source. 

Now to get down to more specific cases, the first that of the relative actual 
cost to the consumer of electric power privately and publicly generated. I 
present to these committees not any statements or conclusions of my own but 
those of the Public Service Commission of the State of New York in granting 
increased rates to the municipally owned electric plant of the city of Jamestown, 
N. Y., operating in the same general territory as the private utilities 

Item 4: Of utility rates generally it said: ‘“‘No product or service so intimately 
affecting the lives of so many people and so directly influencing the costs of s« 
many products has been more resistant to the inflationary trend of our times 
than electricity. It is only recently, due mainly to the impact of heavily in- 
creased corporate taxation, that the trend toward lower rates for electricity 
has been halted and that some utilities have applied for general increases in 
electric rates. A few others have requested modifications of specific schedules 
in the light of present day cost of production and oy 
Industrial and commercial power produced from ste n most cases is supplied 


under schedules with surcharges ceared to fluctuations in the prices of coal 
. a 


elopment, 








( 
demands for ene 





“Allin all, however, it may be truly stated t 
services which have kept their prices so closely attuned to the stead cle 
tion in the value of the dollar as has electricity As an element in the cost of 
goods it has remained comparatively unchanged while almost all other direct 


at there are few commodities or 


components have kept pace with the rising trend.” 

Item 5: Of the municipally owned Jamestown plant the same report said: “In 
common with all municipally owned utilities, the operation is exempt from the 
New York State gross earnin 





s tax of 3 percent and a like percentage on dividends 





in excess of 4 percent on paid-in capital stock employed in the State. It pays 
no taxes toward unemployment insurance or social securit The Federal in- 
come tax, which absorbs 52 percent of the net i me of privately owned electric 
utilities (so that taxwise $2.08 in increased revenues must be granted by a 
regulatory body to enable the utility to salvage $1 of increased net income), 


does not apply 

The foregoing are decided advantages in the operation of any business, even 
though the tax burden is thereby shifted. 

In the instant case, it appears, to date. that all the benefits which flow from 
either partial or complete tax exemption have been dissipated and the residents 
of Jamestown must pay higher electric rates in all classifications than the neigh 
boring customers of a privately owned utility which bears its allotted share of the 
burden of supporting Government. 

This evidence of the Public Service Commission of the State of New York speaks 
for itsself as far as the consumer’s interest is concerned 

I will quote just one further item in this balance sheet and that is very im- 
portant to the men of the IBEW whom I represent It is: How does the employee 
fare under public ownership in comparison with his position in the privately 
owned utility companies? As item 6, I present the current hourly wage rates of 


the Jamestown Municipal Power Co. and those of the privately owned Niagara 
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Mohawk Power Co. which operates in the same general territory, which are shown 
in detail in exhibit B, attached. This exhibit demonstrates that the wage rates 
of the private company are substantially higher than those of the Government 
project. 

Again the figures speak for themselves. Let me add further that my union 
can get no recognition from the Jamestown municipal power operation; that we 
cannot negotiate tenure and security; that jobs are at the whim of political 
appointees and I think I have made plain why decent American workmen who 
over the years have built up the best of relations with privately owned power 
companies are less than enthusiastic for any extension of Government-developed 
and owned power facilities unless the public interest is so paramount that as 
good citizens we are willing to subordinate our own interests to the general good. 

That is decidedly not the case in the development of power at Niagara Falls. 

To sum up briefly, I assert the five private companies which are ready and 
able to expend an estimated $390 million of their own money in developing the 
Niagara Power facilities have a long record in New York State of excellent 
service to the public and of harmonious union relations, 

Annually, they pay $170 million in taxes. They employed over 46,000 people 
and have a payroll of $182 million. 

We have shown there is no overriding public interest which would justify 
either Federal or New York State development of the Niagara project. What we 
have shown, in fact, is to the contrary. 

We, as workers, want the additional jobs as soon as possible and that speed 
is possible only under the development by the privately owned utility companies. 

And we want these jobs under decent union conditions where we will continue 
to enjoy the American privilege of being able to take our places, like free men 
at collective bargaining, and not as Government robots. 

I am offering as exhibit C excerpts from a letter written April 16, 1953 by 
Mr. Dan W. Tracy, international president of our union, to all inside, outside 
and public utility local unions of the International Brotherhood of Electrical 
Workers on the Niagara Power project. 

I would like, however, to read a portion of the letter to these honorable com- 
mittees because it gives forecefuly and clearly the attitude of the whole Brother- 
hood of Electrical Workers to this project. 

On behalf of our organization I wish to thank the members of these com- 
mittees for this opportunity to be heard. 





Exuit B 


Basic hourly rates effective Feb. 1, 1958 





JAMESTOWN MUNICIPAL POWER NIAGARA MOHAWK POWER CORP. 
OPERATION 
Line foreman. Bo......2<<.—. $2. 70 
Line fonmemen Boinnjacnctkeeiennn $2.17 | Line foreman A____~_~_- aah ~ ae 400 
Line foreman A_ tilt sinc aniesteigen 5," Rm ITI Pench tern taiscracelaicns a. ae 
EApeman (Bd YOnt) .ci nce, a II ie ctecnceeeeen 1, 97 
Lineman {2d year) ...<........ Fee a Miccecvisthatahin cr senianoiw ceaciiegp tec 1. 805 
Apprentice lineman_.._.._.__._. 1.71] Driver groundman_______--__ 1. 805 
Groundman (1st year) _-_-_ 2 BI INNINII cnsitaininseinSacnntiocicheanconiaginte 1. 525 
Labor utilityman (1st year)... 1.42] Laborer sastidlistiepipeateniammtlags nates 1. 465 
Electric meter serviceman_ 2, Po merriceman C...W Westen 2. 06 
Electric meterman (3d year)... 1.64) Serviceman B____-__-- -_---- 1. 73 
Electric meterman (2d year) he Oe I bielaa. tate Rdladeinatlenaation’ 2. 26 
Electric meterman (1st year) 1.55 | Tester C__-- eS 1.97 
Apprentice meterman (maxi- NI Miciccessinsrppecbcatis se cte dniriniinteitict 1.73 
IID scence hhhenieediteaetids 1.47 | Tester A—T_________- Geter. aoe 
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Exursitr C 


INTERNATIONAL BROTHERHOOD ELECTRICAL WORKERS, 
Washington, D. C., April 16, 1953. 


To All Inside, Outside, and Public Utility Local Unions: 

GREETINGS: This letter is being written to you for the purpose of giving you 
information on the Niagara power project and the Federal legislation which is 
pending on this subject. 

The Niagara project contemplates the expenditure of approximately $390 
million to construct new powerplants and other facilities which will produce 
an additional 1,100,000 kilowatts of dependable capacity. This project, which 
involves the utilization of the waters of the Niagara River for power purposes, 
has no connection with the controversial St. Lawrence seaway and power project. 

Although there is virtually no disagreement as to the advisability of the 
Niagara project, there is controversy over whether the project should be devel- 
oped under public or private auspices. 

The International Brotherhood of Electrical Workers, after giving careful con- 
sideration to this matter, has concluded that it is in the best interests of the 
public and of organized labor to support the development of this project through 
private enterprise. 

Five large private utility corporations have the ability, the experience, and 
the private funds to do the job. As American citizens we believe that the facili 
ties of private enterprise should be utilized wherever available because (1) to 
do so will avoid an inerease in the public debt and the present staggering burden 
of taxation and (2) the Government should not invade the field of private enter- 
prise where private citizens and companies can and, are willing to, do the job. 

But as members of organized labor, we all have a much more direct interest in 
the private construction and operation of this project. Many job opportunities 
will be provided both in the construction and operation of the project. Union 
conditions and collective bargaining agreemnts can best be secured if the con- 
struction and operation of the project are performed by private utility companies. 
This is a point of most vital importance for it has been our experience in many 
localities that public operation of power facilities has meant the destruction 
of collective bargaining agreements and local unions. In the State of Nebraska, 
for example, the public-power authorities claimed sovereign rights and eliminated 
the collective-bargaining agreements previously held by the IBEW with private 
companies. The IBEW has had similar adverse experience with public-power 
authorities in other States. Furthermore, in the case of private operation, 
we have the right to strike if the management becomes arbitrary; we have no 
such right in the case of public operation—labor has no check on the arbitrary 
action of public-power management. 

For all of these reasons, the IBEW is supporting the provisions of the Capehart- 
Martin-Miller bills (S. 689 and H. R. 2289) which require private construction 
and operation of the Niagara project. We are also of the opinion that section 
3 (a) of the bills should be amended to eliminate the authority for ultimate 
Federal or State operation of the project. It is realized that such Federal or 
State operation cannot come into effect until March 2, 1973, but the establish- 
ment of this principle of future public operation would mean that the date 
could be speeded up by a simple amendment. Another means of handling this 
problem would be to provide now for full protection of labor’s rights by legislation 
in the event of Federal or State operation. 

There is a general consideration which I wish to call to your attention. 
Twenty years ago the IBEW was a strong supporter of public power as a check 
and a “yardstick” on the private-power companies. We stood on that position 
because we believed it was in our own interest and in the interest of the public. 

Our experience in recent years has convinced us that it is now necessary to 
have a check and a “yardstick” on public power. The enactment of S. 689 and 
H. R. 2289 with anpropriate amendments furnishes a splendid opportunity to 
accomplish this object. 

Fraternally yours, 
D. W. Tracy, 
International President 
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Mr. MacGrecor. I am here today representing the New York State 
Association of Electrical Workers, which is comprised of 100,000 mem- 
bers of the electrical industry in the State of New York. I have been 
delegated to speak for them in favor of private enterprise developing 
the Niagara River project. 

I might also say in passing that the New York State Federation of 
Labor has also endorsed the private-enterprise bills. 

I am submitting as exhibit A previous testimony made by me before 
the House Public Works Committee on similar bills. My organiza- 
tion has had several years of experience with public-power projects, 
and from our experience we have taken the position now that we are 
opposed to them. We would say this, however: that as good citizens 
we would subordinate our interests as workers where an overriding 
public interest justified Government development of a power project. 

But in the case of the Niagara River project the opposite is true. 
There is no problem of irrigation, navigation, or flood control. It is 
strictly a power project. 

Mr. Donprro. Let me ask you a question, Mr. MacGregor. Are all 
of your members numbering 100,000 within the State of New York? 

0s _ icGrecor. All of the members of the New York State Asso- 
ciation of Electrical Workers. Yes. I might add, as far as the 
nati¢ nal organization is concerned—that is, the International Brother- 
he a of Electrical Workers, A. F. L., which is the national and inter- 
national organization—lI understand that the international president 
will submit a statement to the committees of both the House and the 
Senate indicating the international’s position in favor of the private 
development of the Ni: agara project. 

c ongressman Miller stated this morning the question or subject of 

he Jamestown eee owned electric plant. I question that 
ae in my testimony, but I do want to say something he did not men- 
tion. That is, sae from the rates to the consumer bei ing higher, you 
find that the wage rates to the employees of Jamestown are lower than 
is paid by the private utilities operating in the surrounding districts. 
[am submitting that also. That is, the compar ative comparable rates 
are being submitted as exhibit B, where it indicates that there is a sub- 
st al difference paid in the various classifications to the employees 
of the e Niagara Mohawk and those of Jamestown. They are substan- 
tially h le ‘to the emp loyees of the Ni: agara Mohawk Power Co. 

The same z also true in Long Island, where there are two municipal 
plants, the Freeport and Rockville State plant the employees there 
have substantially lower wage rates than the rates paid to the Long 
Island Lighting Co. employees, which surrounds them. 

I have — oo a study of that situation inasmuch as I come from 
Long Island. I find that, if those two municipally owned utilities 
were to pay the same rate of taxes as the Long Island Lighting Co, does, 
their rates to the consumer also would be substantially higher than the 
Long Island company’s rates to the consumer. 

Mr. Becker. Is it not true also that, if they were paying the scale 
of wages that the Long Island company pays, their rates would be 
even higher than the Long Island Lighting Co.’s rates / 

Mr. MacGrecor. That is right. 

Mr. Surrx. May I ask a question? 

Mr. Donpvero. Mr. Smith. 
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Mr. Suirn. Mr. MacGregor, in regard to the Jamestown municipal 
plant, and these two plants in Long Island, and any possible plant at 
Niagara operated either by the Federal Government or the State of 
New York, would your organization—that is, the Association of El 
trical Workers—be permitted to organize the workers in those plants ? 

Mr. MacGrecor. I might answer that question by saying in my 
exhibit A, in my previous testimony before the committee, I illustrated 
the difficulties that our organization has had in doing business with 
any municipally or federally operated utility. It has been a very sad 
tale of woe, and it has taught us a very sad lesson. 

Mr. Smirn. What I want to know is, Can you organize? Is there 
any State law in regard to these municipal or State companies? 

Mr. MacGrecor. There is no law against organizing them, but you 

‘annot do business properly with these munie ipally owned utilities. 

Mr. Surru. Do you have any locals in any of the municipally owned 
utilities of New York State / 

Mr. MacGrecor. I beg your pardon ? 

Mr. Smiru. Do you have any membership in them ? 

Mr. MacGregor. Yes. We have membership in some of these utili- 
ties, but to the best of my knowledge I do not know of any contracts 
that we hold. 

Mr. Suiru. What percentage of the membership do you have in 
the State of New York in municipally owned utilities ? 

Mr. MacGrecor. Very small. 

Mr. Siri. In other words, if most of the utilities were to be 
owned by State or municipal bodies, you would not have any union, 
would you ? 

Mr. MacGrecor. I would not say to that, but I know that a proper 
and fair job could not be done for the employees. 

Mr. Smirn. In other words, the basis of your opposition is actually 
the fact that you want more room to get some more union membe rship 
by having these men employed in private companies ? 

Mr. MacGrecor. No, because anteuldy there are very few people 
employed here in the State of New York in the municipally operated 
utilities. Speaking aside from being a union businessman, and strictly 
on the basis of being a consumer, the record indicates that the con- 
sumer is not even gaining anything by these projects being munici- 
pally owned and operated. 

Mr. Smirn. Are you familiar with the rates in New York by com- 
parison with your neighbor, the Province of Ontario? 

Mr. MacGrecor. No, sir. 

Mr. Smirn. I do not have the figures before me, but do you know 
the consumers in Ontario get considerably cheaper electrical rates than 
they do in the State of New York, which is just a few yards away and 
separated only by this boundary line? 

Mr. MacGrecor. IT am not qualified to answer that. 

Mr. Smirn. I think if you will make a check into it, you will find 
that the power rates in Ontario are considerably cheaper than they 
are in the State of New York. In Ontario most of the power is fur- 
nished by public-power groups using hydrogeneration. There may 
be other arguments in regard to whether there should be public or 
private power, but I think this whole argument which your organi- 
zation and the CIO union makes about this issue, and in which public 
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utilities are attempting to use you and your organization as pawns 
in this whole struggle, should be brought to the attention of your 
members. 

These organizations do not support your members when you come 
up here looking for favorable labor legislation, do they ? 

Mr. MacGrecor. No; but just because we do not always agree on 
certain questions—I believe, on a fundamental issue such as this, that 
just because we have our fights with them it does not mean we should 
not support them. Actually, what this boils down to in my mind is 
the question of whether or not the Federal Government or the State 
governments should get into private business, and I am fundamentally 
opposed to that. 

Mr. Smrrn. But part of your opposition is based on the fact that 
it is a recognized principle generally, at least as far as the Federal 
Government is concerned, that it does not do business in collective 
bargaining with — Is that true? 

Mr. MacGrecor. I did not quite get your question. 

Mr. Siri. I mean, the Federal Government does not do collective 
bargaining with unions, does it ? 

Mr. MacGrecor. That is true. 

Mr. Smiru. The Federal workers as a whole occupy a pretty good 
place in ~~ economic scale or ladder, do they not ? 

Mr. MacGrecor. Not inmy opinion. Some, perhaps, but the major- 
ity do not. As a matter of fact, I do not think the Members of 
Congress themselves are paid properly. 

Mr. Smiru. Perhaps that is right. Everyone would like to get 
more pay, and I would say perhaps the workers in the electrical 
industry are entitled to larger returns. However, the point I want to 
emphasize is, is it not a fact that you have a basic stake, that is, you 
as an oflicial of the union, have a basic stake in this matter as to 
whether or not you are going to have an opportunity to enlarge your 
membership ? 

Mr. MacGrecor. No. Because actually, as far as our organization 
is concerned, there are not too many people left in the United States 
in the utility industry that remain to be organized. 

Mr. Smirn. Let us refer to this particularly. Suppose the State 
of New York or the Federal Government develops this project here. 
Some people are going to have to work there, are they not? 

Mr. MacGregor. Yes. 

Mr. Smirnu. If the Niagara Mohawk Power Co. developed this 
project, their employees will be eligible for organization 3 your 
membership. 

Mr. MacGregor. Yes. 

Mr. Smiru. You have a contract with that organization ? 

Mr. MacGrecor. Yes. 

Mr. Smirn. And the chances are it would be extended to cover the 
workers in this particular enterprise 4 

Mr. MacGrecor. I should think so. Yes. 

Mr. Smiru. In other words, that is a stake that your organization 
has in this? 

Mr. MacGrecor. That isa very small stake. The number of people 
that are involved is insignificant. That is not the question in our 
minds. 
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As a matter of fact, perhaps I can better answer your question or 
eliminate any doubts in your mind by quoting to you a paragraph, 
or several paragraphs, from the letter that was recently sent out by 
the international president of the IBEW, AFL, to the local unions. 
He says: 

The International Brotherhood of Electrical Workers, after giving careful 
consideration to this matter— 
which is the matter of public versus private power— 
has concluded it is in the best interests of the public and all organized labor 
to support the development of this project through private enterprise. There 
is a general consideration which I wish to call to your attention. Twenty years 
ago the IBEW was a strong supporter of public power as a check and a yard- 
stick on the private-power companies. We stood on that position because we 
believed it was in our own interests and in the interests of the public. 

Our experience in recent years has convinced us that it is now necessary to 
have a check and a yardstick on public power. The enactment of S. 689 and 
H. R. 2289 with appropriate amendments furnishes a splendid opportunity to 
accomplish this object. 

Mr. Smrru. What public power other than the Jamestown plant and 
these two plants in Long Island do you have in New York? 

Mr. MacGrecor. There are no others, to my knowledge, in New 
York, but this statement that I just m: de, and this quotation, is from 
the international president and, of course, throughout the country 
there are other public projects, and that is covered in de ‘tail, I believe, 
in exhibit A. 

Mr. Samiru. In other words, in New York State you do not have 
any likelihood that these “radical public-power socialists,” and so on, 
are going to take over the State, do you? 

Mr. MacGregor. That is the reason why we are testifying here 
today. We do not want to see that happen and do not propose to 
see them get their foot in the door. 

Mr. Smiru. I want to go back to this overall basic responsibility that 
you have to the welfare of your union members in this matter. I 
mean, in respect to the rate situation. 

It is your contention that if this project is developed by a public 
agency, that the rate would be unfair to the consuming public because 
it would be higher than the rate that would come about from private 
development ? 

Mr. MacGrecor. Are you speaking of the rate to the consumer ? 

Mr. Siru. Yes. 

Mr. MacGrecor. I don’t really know. Frankly, I imagine no 
matter who develops that project it can produce electricity at a very 
cheap rate. And whether the Government could do it cheaper than 
the private companies I do not really know, and I doubt it for several 
other reasons, because of our experience in other locations. 

But I do not think that that is the only question either. I think the 
question of wage rates, or consumers’ rates, is incidental to the funda- 
mental problem of, should Government go into private e nterpr ise. 

Mr. Smiru. In that matter of the Government being in private enter- 
prise, what position does your organization take in regard to the field 
of Government regulation of labor activities? Let uss ay, for instance, 
in respect to the so-called W agner Act, and the Taft-Hartley Act, 
which I think are examples of extreme—both of them, in my mind— 
extreme Government interference in private business. 
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Mr. MacGregor. Let me qualify my previous statement to this 
extent: I believe that where private enterprise is available to perform 

ertain function of business, that then they should be permitted to do 
so with the necessary safeguards to the public. If they are not avail- 
able and are not capabl e, and if they cannot do it for any number of 
reasons, and the project, whatever it may be, is necessary, then I 
have no objection to the Government doing it. 

Mr. Surru. Do you think that this whole idea means that you are 
basing your support of this bill purely on your belief in priv: ate enter- 
prise ¢ Then do you think it is proper for me to inquire about the 
other views of your organization in that field ¢ 

Mr. MacGreeor. Certainly. 

Mr. Smiru. Then what are the views of your organization in regard 
to these two national labor laws? 

Mr. MacGrecor. So far as my organization is concerned, they were 
in agreement with the Wagner Act and they have certain dislikes 
about the act as amended in 1947. 

Mr.Smiru. Do you not think it would be far better instead of having 
all of these NLRB’s and various other Government bureaucrats inter- 
fering in the labor field—whether they act through the Wagner Act, 
or the Taft-Hartley Act—do you not think it would be better to have 
some private consultants perform all of these services on the basis 
of the free enterprise system ? 

Mr. MacGrecor. Of course, I think you can sometimes carry free 
enterprise to some ridiculous extremes. If you did carry it further 
it would not be necessary to have any police force, or anything else. 
There would probably be no necessity for lawmakers, either. But I 
think there have to be checks and balances. The Government certainly 
has a right to be in certain places at certain times to perform certain 
functions and write certain laws. I do not think we can run wild— 
either Government or private enterprise. 

Mr. Smirrn. Then you do not believe in private enterprise in the 
field of labor-management relations? 

Mr. MacGregor. Not completely, if I understand you correctly. 

Mr. Smirn. But you do favor it, however, in the field it will help 
you gain more members for your union ¢ 

Mr. MacGrecor. No. That is not my only reason. If there were 
not five companies ready to develop this project right now; if it was a 
necessary project and if it meant that it was the only way of supplying 
electric energy to the people in that area and there was no other way 
of doing it, then we would not oppose State or Federal operation and 
construction. 

But here is a situation where the private companies are ready to do 
it. They can do it quickly; they can do it at a substantial tax savings. 
What is the necessity for any State or Federal organization getting 
into this? I cannot understand it. 

Mr. Smiru. In other words, when there is a particular project 
which appears on the scene, which has been a responsibility of the 
Federal Government, and through the use of some natural resources 
it can be operated at a good rate of profit to a private enterprise, then 
you think that the Government should yield its rights in that field 
to this private enterprise to give them the opportunity to make that 
profit ? 
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Mr. MacGregor. You mean if that is the only reason for it? 

Mr. Smiru. No. That is one of the factors involved here, is it not? 

Mr. MacGregor. But it is not the only reason that is involved. 

Mr. Smiru. I know. But the Niagara Mohawk Co. expects to make 
a profit out.of this operation, doesn’t it? 

Mr. MacGreceor. I certainly hope they do. There is nothing wrong 
with that, is there ? 

Mr. Smiru. No. I quite agree. It should probably inspire all of 
our operations in this system and I think it is to a great degree in- 
spiring your testimony, because your organization profits by mem- 
bership. 

Now at the same time do you believe that whenever there is a project 
which does not yield much of a return to the Government, or would 
not yield much of a return to a private entrepreneur, but which is 
needed, then it is a good idea to have the Government do it ¢ 

Mr. MacGrecor. No. 

Mr. Smiru. In other words, the Government should not enter the 
field ? 

Mr. MacGregor. I think if these utility companies want to operate 
a project that is profitable, that they should also be compelled to oper- 
ate those projects that are not quite so profitable. 

Mr. Smiru. Would you be willing to accept a provision in this bill 
to require that the license granted under the authority of this act 
should be so amended or revised by the Federal Power Commission 
as to require the licensee, that is, the Niagara Mohawk Power Co., or 
whoever would get the license, to require them to develop other proj- 
ects which it might occur to the Congress, or to the New York Legis- 
lature, or somebody else, might be in the public interest ? 

Mr. MacGrecor. No; I do not think you could do that. 

Mr. Smiru. You just said that these other projects should be de- 
veloped by private enterprise, even though they are not quite so 
profitable. 

Mr. MacGrecor. Maybe I should make my position clear on this 
entire question, aside from this project alone. In my own opinion 
these private utility companies, because of poor judgment and bad 
operations in the past, got themselves into a real good ball game. 
They did not take care of the business, in my opinion, as it should 
have been taken care of. Soa lot of these Federal projects came into 
being. I think that they have learned their lesson and have changed 
their ways substantially. 

In the meantime these Federal projects that did come in at the 
proper time, and the right time, and the necessary time, have gone 
beyond their original reason for being, and they are encroaching in a 
field where they do not belong. 

Mr. Smirn. What are some of the Federal projects that you feel 
are encroaching in this field? 

Mr. MacGreeor. I would probably have to refer to my other testi- 
mony, but as a matter of fact, you t: a for example, the Tenness e 
Valley Authority. That started off as a multipurpose project. I do 
not know just how many steam M ied they now have, but they are 
more in the electric business than anything else. I think that the 
Tennessee Valley Authority was a good project and a necessary 
project, but I think they have gone a little further. That is true 
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in other locations. J believe it was true in the State of Nebraska. I 
um not too sure about this without referring to my other testimony. 
‘There is a sad situation there where they have spread out all over 
the place. 

Mr. Smrru. Do you not think that this alarming situation in the 
States of Tennessee and Alabama and Mississippi, and Nebraska of 
letting public power run rampant must indicate that the Socialists 
have control of the Government there ? 

Mr. MacGreeor. It is a funny thing about that. You know, you 
talk to some people about socialism and the y say it is fine to socialize 
ihe electric industry, but if you talk to a person im the textile workers’ 
industry, _don’t talk to him about soc inlizing the textile workers’ in- 
lustry. That is a different thing. I do not think that they are all 
Socialists, but I think we can go a little bit too far on some of this 
stufl 

Mr. Smrru. In other words, you think it is a little too far? 

Mr. MacGrecor. I do not think it is necessary. In the State of 
Ne vY ork it is different than the conditions that existed, for example, 
in Tennessee Lhe "vy area. In the State of New York something 
| bi 6 percent of the people there have electric energy available to 


them. o is not as though these companies have not wanted to pro- 
vice se ‘to the rural areas and the farms and the small domestic 
consumers. They have done their job. 

We will fight with them on other things, but not on that. As a 


matter of fact, Niagara Mohawk at the present time is in negotiations 
with our union, and IT certainly hope that negotiators from the union 
really get a substantial contract out of them during those negotiations. 

Next week I start negotiating with the Long Island Lighting Co. 
ond expect to do the same thing. We expect to fight with them in a 
real knockdown drag-out fashion, but we have no disagreement on 
something of this nature. 

Mr. Smiru. In other ere in this negotiation which is developing 
there under the terms of that agreement which you may arrive at 
with Niagara Mohawk, suppose your organization is strong enough 
and your members decide that you want certain wage rates, and work- 
ing conditions, and various other things like that, that seem reason- 

ble enough to you, but which would be so costly that they would 
mean to the Niagara Mohawk Power Co. that the only way they could 
meet that would be by a rate increase far beyond the type that might 
be considered available through the use of this Niagara power. “In 
other words, when you make an agreement with Niagara Mohawk 
they have to pay for it out of the rates they receive or earn from 
their other power production and not just what they get out of this 
Niagara River. Is that right? 

Mr. MacGrecor. Yes. 

Mr. Smirn. In other words, what you could get through the rates 
that may develop from this question—there is no way for us to be 
assured that if we grant a license to Niagara Mohawk in order to con- 
tinue to meet the demands which are made in agreements with your 
union, that they will not have to continue to come before the Federal 
Power Commission, or the New York State Utilities Commission, or 
whoever regulates their rates, if they have any regulation—their rates 
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may have to continue to go up as a result of the wage agreements 
they negotiate with your union / 

Mr. MacGrecor. I think the record speaks for itself there. In the 
past 10 to 12 years my union has negotiated with these utility com- 
panies and we have tried to keep pace with the rising costs. I ‘do not 
know = the percentage of wage rate increases is in that 10-year 
period, but assume for the moment it is 100 percent. During that 
same period the electric rates to the consumers have gone down about 
10 percent. So I think that the record is quite clear there and quite 
favorable. 

Mr. Donnero. I hope my able friend will not prolong | this unduly. 
We have 1 more witness we would like to hear before the 2 o’cleck 
deadline, 

Mr. Becker. Will the gentleman yield ? 

Mr. MacGregor, in presenting your statement t here I presume your 
union is a normal union. I can see that. The philosophy that you 
have stated here as being in opvosition to the Government develop- 
ment of power plants where they are not multipurpose, whether they 
are dams or otherwise—the statement you have entered here or are 
going to enter here, I assume we are to accept on its merits based on 
the philosophy that you are going to expound, and we can determine 
your motivations or self-interest if we so desire and evaluate them 
accordingly ¢ 

Mr. MacGrecor. That is correct. 

Mr. Becxer. Thank you. 

Senator Busu. Do you come here of your own free will and because 
your union wants you to come, or do you come here at the request of 
these companies ? 

Mr. MacGregor. No. Asa matter of fact I have been here several 
times, in several instances, and it is as the result of a policy our 
union has adopted after personal experience with these Federal power 
projects. We have taken the position that we will appear at any type 
of hearing of this nature and oppose the Federal power projects where 
private industry is capable and available to perform and to build the 
project. 

Mr. Oaxman. Mr. Chairman, just for the record I would like to 
state that in the city of Detroit we have a large publicly owned elec- 
tric utility known as the Public Lighting Commission. There is no 
formal contract between the city and its employees. However, a 
majority of the employees do belong to trade unions. We have never 
found that inimical in any way to their work. It is a good, well run 
and efficient operation. 

However, this municipal utility pays no taxes and we do have to 
appropriate in our municipal budget the money for capital improve- 
ments. This money, of course, is collected from the t taxpayers. 

Another thing that I should like to mention in passing is that we 
have a man in the city of Detroit who has been a candidate for 
governor and for the Senate of the United States. This gentleman 
is a Democrat of the Jeffersonian school, and he has been our corpora- 
tion counsel in charge of utility rates for years and years. He has 
fought with the utilities down through the decades. Every case 
that appears before the public service commission of the State of 
Michigan, or the Federal Power Commission in Washington, or any 
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other regulatory body where the city of Detroit has an interest, he is 
there to see that the rate payers of the city of Detroit have their 
interests protected, 

Over the years he has gotten rebates from gas companies, tele- 
phone companies, and electric companies to the tune of tens of millions 
of doll: ars. 

This gentleman was asked a couple of years ago before a public 
meeting of the city council what his attitude was on public ownership 
of utilities. He stated at that time that his experience as a public 
oe rate analyst and lawyer over a third of a century had convinced 
him beyond a shadow of a doubt that the public was best served by 
private ownership of the utilities, but strictly and fairly regulated. 

Mr. MacGregor. That has been the experience of our own organi- 
zation also. 

Mr. Saurru. Mr. Chairman, one more point. 

Mr. Donpero. Mr. Smith. 

Mr. Smiru. Mr. MacGregor, in conection with your negotiations 
with the power companies in New York, if you reach an impasse in 
your negotiations and you want to exploit your side of the argu- 
ment to the fullest, what can you do in order to use your weight 
at the bargaining table? What weapons do you have! 

Mr. MacGreeor. We can either pull in our horns and agree to 
take as far as we have gone, or we can go to arbitration. We have 
the legal right to strike if that is what you are implying, but I 
believe that we have to subordinate our dislike, perhaps, for the utility 
management, to the public interest and take the public into considera- 
tion, too. Because, as you well know, a utility strike is one of the 
worst things that can ever happen. 

Mr. Suir. In other words, your organization, if it wanted to, and 
if you were in difficulty in your collective bargaining arrangements— 
and in the bargaining, justice might be entirely on your side—and 
let us suppose that the Niagara Co. were very arbitrary and unfair, 
and all the other power companies were too and they would not listen 
to you—then you would have the right to strike and close down all of 
the power operations in the State of New York, would you not? Or 
at least those involving your union ? 

Mr. MacGregor. No, sir. The various local unions negotiate sepa- 
rately with the various companies. 

Mr. Smrrn. But the unions could do it if they wanted to? 

Mr. MacGreror. They could, but the record speaks for itself there 
again. I truthfully say that we have not agreed wholeheartedly with 
the settlements we have made in the past few years. In my own opin- 
ion a utility worker is not getting the wage rate he should be getting, 
but we still have not struck all of those properties. 

Mr. Smirn. Do you think in the interests of the protection of the 
public that considering this power that you have to arbitrarily and 
all electric service, with the exception, I presume, of three communi- 
ties in the State, that there ought to be some regulation, or State or 
Federal law such as that in Virginia which would eliminate the — 
to strike, and otherwise circumscribe the bargaining authority of : 
union and an electric utility in order to preserve the right of ncaa 
sumers and the general public to get that electricity which they ought 
to have? 
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Mr. MacGregor. No; I do not believe that because I think, aside 
from other considerations, that you would be putting a weapon in 
the hands of the utility management that we do not want to see in 
their hands. 

Mr. Smiru. Do you not think we ought to have some check on one 
side of this operation here when you are in a situation where you have 
no other way to get power? 

Is there not a situation in the city of New York where from time 
to time they have made arrangements—I do not know whether they 
have ever used them—to have to bring in battleships from the United 
States Navy to supply emergency power for hospitals when it looked 
like they were going to have the power shut off in the city because of a 
strike in the Consolidated Edison Co. ? 

Mr. MacGreoor. It did not happen though. 

Mr. Smiru. But they were scared to death about it at times 
they not? 

Mr. MacGregor. Yes. 

Mr. Becker. Mr. Smith, it did happen in the city of New York and 
Long Island, not because of any strike of the utilities, but because of 
the difficulty in getting fuel and materials to the utilities, due to a 
strike in the harbor. So, if we are going to treat with that point 

e have to treet the whole field. With the cold weather the whole of 
New York Harbor was tied up. 

Mr. Donpero. I hope we will confine ourselves to the issue. 

Mr. Smitu. The point I want to make is important, and I think 
it is tied in with this issue. If private power companies are allowed 
to develop every potential source for electric production in the State 
of New York I think you have given power to the labor unions so 
that they can effectively shut down the State of New York by shutting 
down these operations. I think we should have some comment from 
the representatives of the labor unions as to whether or not they think 
it is in the public interest for that power to be exercised, or for that 
power even to exist. 

Mr. MacGrecor. Mr. Smith, it is never in the public interest I would 
sav to shut down a public utility. But there is more to it than just that 
one statement. There is a lot to it. 1 do not think we have the time 
here to go into that in the deepest detail, and the detail it should be 
gone into. 

I know this: That merely making a utility project a Government 
project is not going to curtail the possibilities of strikes or shutting 
down of those projects. 

Mr. Sairu. Is there not something in the law about a strike against 
the Federal Government 4 

Mr. MacGregor. Yes; but is it not true, sir, that in the States where 
they do have utility antistrike laws, that they have had more real 
serious trouble than in those States where we do not have them? Vir- 
ginia in one instance as | recall it. 

Mr. Smiru. The Virginia strike law came after they had had a shut- 
down. The ‘vy have not had any since then. They may have other labor 
trouble. I do not know anything about that. But their utility law 
came about because they were f: ced with a situation where they were 
about to have a shutdown of the electric supply in that State, and that 
is why the law was enacted. 
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Mr. MacGrecor. But I do not think as far as Virginia is concerned 
that the employees are the h: ippilest in the world: and I do not believe 
the utility management there is completely satisfied with their em 
ployees because it is a case of one party heing at the other party’ Ss 
throat all through the year, and that is what we are trying to avoid. 

Mr. Smrrit. In other words, you want to help Niagara Mohawk get 
this particular project so that your relationships will continue on a 
happy plane? If you help them, your relations will continue on a 
happy plane ? 

Mr. MacGrereor. No, sir. As a matter of fact, 1 believe—and the 
representatives from the Niagara Mohawk are here today, and they 
can either disprove this or prove it—-I do not believe our organization 
has used the fact that we have testified in their favor on these proj- 
ects—I do not believe we have used those as a weapon in our negotia 
tions. We have other arguments we can use. 

Mr. Mack. Mr. Chairman. 

Mr. Donpero. Congressman Mack. 

Mr. Mack. Mr. MacGregor, former President Herbert Hoover and 
Mr. Wilson, president of the General Electric Co., have made state- 
ments that they favor these Federal power dams and distribution sys- 
tems sold to private enterprise. Do I infer from your statement that 
you agree with their seatiment that all of these public dams should be 
iransferred from Federal to private ownership / 

Mr. MacGruecor. I believe that some of them probably could. Oth 
ers, maybe not. I do not know enough of the subject, although I was 
active on the Hoover Commission. I do not know enough about it to 
say whether they should all be turned over to private enterprise. 

Mr. Mack. In this situation here at the proposed Niagar: a power 
development you have no flood control, no reclamation, and no rivers 
and harbors developments. In the western areas which I represent, 
on the Columbia River, we have all of those features in addition to the 
power. The situation might well be different relating in an area where 
tlood control and rivers and harbors improvements and reclamation is 
undertaken along with public power than it would be in such a situa- 
tion here where none of those other elements exist. 

Mr. MacGreecor. That is correct. 

Mr. Mack. That is all. 

Mr. Donprro. Are there any further qustions? 

Mr. Oaxman. Mr. Chairman, I think Mr. MacGregor made a state 
ment that is constructive and that is accurate. That is, that public 
utilities like many other businesses have changed their ways and their 
philosophy for the better. I can pane 25 years ago if you lived 
in a large city you coud not get gas in your home until there were 
enough homes built up so that the gas company could make a profit 
from the d: ay they put in the main. 

The same was true in the suburban areas where they would not 
string a wire up until they had sufficient customers to make it pay. In 
those days the utilities did not seem to care e nough about public good 
will. But I think those attitudes have ch: inged for the better with 
regard to the public interest. 

I think today most of our utilities are interested in public good will. 
And, by the same token, they want good employees. And, at the same 
time they realize that to get good employees they must pay the going 
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rate of wages in that community or they are not going to keep them. 

The companies in your community realize that a large employee 
& turnover is not a saving but, rather, is costly. I think that the em- 
ployees’ unions know that wildcat strikes happening too frequently 
would be the one thing that would bring on legislation that would 
precipitate restrictive legislation in the utility field. 

I do not think we have much of that today. There was a period 
back in the thirties when the strike business was in the air; but I think 
that labor unions are growing up and I do not think we will witness 
that anywhere. I have not seen one in the last few years that I can 
: > think of. 

Mr. Donvero. Thank you very much, Mr. MacGregor, for your 
statement and for coming here, and giving us the information you 
have regarding your union. 

Mr. MacGrecor. Thank you, sir, for the opportunity. 

Mr. Donpero. Is Mr. hacen Z McMahon, the president of the 
Utility Workers Union of America here? You have 10 minutes, Mr. 
McMahon. Can you finish in that length of time? 


STATEMENT OF ANDREW J. McMAHON, PRESIDENT, LOCAL 1-2, 
UTILITY WORKERS UNION OF AMERICA, CIO 


Saga 


Mr. McManown. Mr. Chairman, I have a statement which is 7 pages 
long which I would like to read into the record. I think I ean get by 
with 10 minutes. There are several exhibits in there which I will refer 
to in connection with it. I can read it, I think, in 10 minutes. 

Mr. Donpero. Very well. The exhibits will be received for the 
record. 

(The exhibits referred to are as follows:) 







Exuipir A 


Consolidated Edison Co. electric production department 






Established 







Minimum | Maximum 










Coal hoister A $2. 369 34 $2. 105 $2. 39 
E Senior boiler operator A 2 ® an 2 105 2 39 
Junior auxiliary operator A 2. 320 2 045 » 39 
Senior boiler operator B 2. 12¢ 2 1.995 2 135 






Group average 2. 230 279 1. 995 2.39 







Electrician mechanic A 2.316 g 1 O15 2 39 
Senior electrician operator A 2. 695 3y) 2. 54 2. 705 
Mechanic A (S. C. and 8. 2. 353 1, 275 1. O4 2 39 
Electrician mechanic B 1. 779 2 1.00 2 (Zh 
Electrician operator B 1. 6] 5] a) > O25 






Group average 1. 674 St 1. 00 i" 







Auxiliary operator. 1.8 690 1. 20 
Mechanie B (8S. C.anis 1. 858 ] 1.00 2 (2. 
Boiler cleaner B 1.6 39 1. 00 d 
Coal and ash handler B 1. 60 2 ) ) 
Condenser cleaner 1. 634 18 1. 00 1. O15 






Group average 1. 819 2, 397 1. 00 






Janitor (electrician production 1. 549 65 1.00 695 
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Vew York City Board of 7 ransportation, power division 


Established 
Weighted | Number of 


averuce empk yees 


litle 


Minimum | Maximum 


] I I => 171 5B $1.80 $2. 10 


< urd operator { 819 6 1.80 2.10 





584 75 1. 56 1. 74 


Miutehad - ‘ aoe 


FG 


Exnuibit B 


STATEMENT OF THE PoLIcy OF THE UTILITY WoRKERS UNION IN REGARD TO THE 
ISSUES CONNECTED WITH PUBLIC POWER AS ADOPTED AT THE SIXTH CONVENTION 
HELD IN Detroit, MICH., ON APRIL 24, 25, 26, 1953 


The challenges involved in the public power question are far reaching. Every 
time there is a new Government operation in the electric light and power field, 
union growth and development is set back. It does not make much difference 
whether the Government generation and distribution of electric energy is on a 
Federal level, a State level, a municipal level, or a rural electrification level. 
The net result is always the same. ‘hose who have to work for the Government 
agency get lower wages, work under poorer conditions, do not have the protec- 
tion of the Bacon-Davis Act or the Walsh-Healey Act, and in most instances do not 
have the protection afforded by either unemployment insurance laws or the Social 
Security Act. Truly, the wage earners compelled to earn their livelihood under 
such conditions are indeed second-class citizens. In addition to that, these Gov- 
ernment operations do not pay their fair share of taxes with the result that the 
income-tax burden on all wage earners is made greater. 

Our union has been mindful of these problems for a long time. In our conven- 
tions and at the CIO National Convention we have evaluated the problems and 
taken firm positions. At our local union meetings we have examined the facts. 
At the regional level we have struggled to find the right path. Our national offi- 
cers have courageously and squarely made our position known in all parts of 
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the country including a number of appearances before different bodies of the 
Congress of the United States 

Three years ago in April 1950, at the fourth constitutional convention of the 
UWUA-CI1O, your officers made a report on the question of public power, and 
that fourth constitutional convention unanimously approved the officers’ report 
Let us review in part the basic reasons why the convention was unanimous in its 


opposition to further extension of Dp iblic power projects We recommend the 
reading of the entire report. Here are some significant excerpts. 

On the basic philosophy level the report said: 

“One of the issues that always seems to be coming forward to bring concern to 


our members is the question of whether the light and power industry should be 
nationalized as it has been in Great Brita should be continued in 
ountry of ours. Your officers 


ownership of the industry 


the hands of private ownership as it is in tl 
do not pussyfoot on this issue We advocat 
under proper and necessary regulation 








“We look with alarm upon the efforts of socialistic minded people to national 
ize this industry in which our members earn their livelihood. This industry pro- 
vides the wages and working conditions that make life happier for close to 
350,000 people represented by our members and their families Our concern is 


for our members and our American way of life.” 

On the working conditions of employees in Government agencies the report 
said: 

“We know from experience that our members employed by Government agen 
cies such as the REA and by municipalities who run their own light and power 
business work under conditions inferior to those enjoyed by our members em- 
ployed in private industry. Employees of public power such as TVA have little 
or no job security as they are t covered by contract al ire not covered by Ccivi 


service laws 


“Job security, promotional opportunity, and working conditions too often be 
com® the tools and plums of politicians and their tf ds Wages and workin 
conditions are fixed by political management while the worker is denied the right 
to use either economic or legal appeal again the Government Government 


competition has resulted in curtailed opportunities for our members and in some 
cases has even resulted in layoffs.” 
On the question of multiple-p rpose projects 
“We look with alarm upon Government power projects that seem to be un 


necessary and are in direct competition with light and power companies with 


whom we hold contracts. We want to see the resources of our country developed 
and used for the benefit of our Nation. We believe that the water resources 
properly belong to the Nation and that water-development programs in most 
eases can only successfully be accomplished by the Government Our union is 


in favor of these developments and urges the Government to use our resources 
to overcome floods, to aid navigation, to prevent soil erosion, to supply water 
for irrigation and other purposes and to l 
our rivers, lakes, and oceans. These things should be done by the Government 
and our resources put to use whenever it is feasible to do so These worthy 





cre use of power that comes from 





projects should not, however, be the means of « roving taxpayine utility com 


panies, who under proper regulation, are furnishing adequate service 
“We believe that the Government should develop only those projects that will 


result in a definite gain in the resources of our country No project should be 
undertaken in which it is found that the benefits derived or the money expended 
far outweigh the gains or in anv other way proves undesirable for the best 


interests of our country.” 

On single-purpose projects and to develop power alone the report said: 

“In the development of waterways, flood-control projects, and other conserva- 
tion programs it should always be remembered that the purpose is not to put the 
Government in the power business, but to conserve and utilize our natural 
resources. No Federal agency should construct or operate, except for national 
defense or where private industry fails or refuses to provide adequate service, 
any project the sole purpose of which is the generation of electric energy. 
When the Government goes into business in comretition with taxpayin nvesto 
owned companies we are getting close to socialism.” 

On the size and scope of the threat of public power the report said: 

“A new figure will give an idea of how the Government keeps increasing its 
utility business in competition with private industry. Federal and municipal 
light and power systems are now serving 7,300,000 customers, or nearly one-fifth 
of the total. Up to 1930 the Government had built plants with a total installed 
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capacity of 226,000 kilowatts. Federal plants now have an installed capacity 
of 13,390,C00 kilowatts, and construction has been authorized for another 
6,842,000. Thus, in a few years Federal plants will have a capacity of about 
20 million kilowatts. 

“Too often our members take the attitude that these projects are far removed 
and will only affect a small portion of the country. They must be made aware 
of the fact that if some of the people in Government are permitted to continue 
we will soon have authorities not elected but appointed, who will constitute a 
supergovernment with control of practically all the electric power in the Nation. 
In addition to the Tennessee Valley Authority and the Columbia River Admin- 
istration there are proposals for the following: California Authority, South- 
western Authority, Arkansas Valley Authority, Missouri Valley Authority, Ohio 
Valley Authority, and an Atlantic Seaboard Authority.” 

In November 1950, approximately 6 months after our fourth constitutional 
convention acted as above reported, an article written by our national president, 
Joseph A. Fisher, appeared in the Reader’s Digest. Our national president's 
treatment of the issue entitled “Labor’s Case Against Public Ownership,” was 
very well received throughout the entire United States. We are informed that 
more than 1 million reprints of his article were ordered from Reader’s Digest, 
in addition to the voluminous circulation that the booklet itself enjoys. 

Can a union bargain collectively with government? Here is Joseph A. Fisher’s 
answer : 

“The members of our union have learned with startling realism that the first 
victim of public ownership is the labor union and its members. When real 
collective bargaining is driven out of the picture the standards of the American 
worker which the unions have built up through so many years of struggle soon 
go into eclipse.” 

So that no one can charge that we were fighting for our employers or for the 
light and power industry, Joseph A. Fisher said in his article: 

“Now, when I say that we are for private enterprise | want it clearly under- 
stood that we know the shortcomings of the industry, including the private utility 
industry, and that we do not condone them. We know better than anyone else 
the sins committed by some utility companies against their employees and the 
consumers they serve. We have had battles with them and after years of struggle 
have corrected many of the old evils. We will continue to insist that the private 
power companies provide adequate and efficient service to the consumer and the 
best possible working conditions for our members. In taking our stand against 
public ownership of our industry, we are moved wholly by our interests in this 
country as citizens and by our stake in this industry as workers.” 

Where the Federal Government builds a multiple-purpose dam, one part of 
which is the generation of hydroelectric power, here is what Mr. Fisher regards 
as the proper place of Government in such an operation: 

“This Government was not built to become a business organization, manufac- 
turing and distributing products of any kind. It moves beyond its scope when it 
undertakes to distribute electric power to the people. And it is striking a blow 
at the whole structure of our system of free enterprise when it seeks to limit 
distribution of power to publicly owned power companies. Yet it has been pro- 
posed that no such power can be sold to any privately owned company.” 

Should the Government go into the electric light and power business? Should 
it build steam plants to generate electricity? Should it build single purpose dams 
merely to generate hydroelectric energy? Here is what Joseph A. Fisher says: 

“At what point can Government encroachment be stopped? That point is here 
and now—in the field of electric power. Private utility management must co- 
operate with the Government in the development of our natural resources. Poli- 
tics must be eliminated from the State and National regulatory bodies. Public 
service commissions must maintain constant surveillance to assure adequate 
service at the lowest possible cost consistent with good business practices. That 
is our program. Our union calls for curtailment of Government encroachment 
into private enterprise and a return of the electric power business to regulated, 
taxpaying privately owned companies.” 

A few months after the article of Joseph A. Fisher appeared in the Reader’s 
Digest, the executive board of the UWUA, CIO, were in session in Atlantic City, 
N. J.; that was in April of 1951. At that time the St. Lawrence seaway project 
was being considered by the Public Works Committee of the Senate of the United 
States and the Public Works Committee of the House of Representatives. There 
was a bill before the Congress empowering the Federal Government to construct 
the St. Lawrence seaway project which included hydroelectric installations. Our 
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executive board reviewed at length the issues involved in another Government 
operation in the electric-power field. The board unanimously voted its opposition 
to the St. Lawrence seaway project and also voted that a booklet be prepared 
by this union on the subject of public and private power, and distributed widely 
throughout the country so that this union's position would be made known every- 
where. By this means the positions taken by the unanimous vote of the mem- 
bership at the fourth constitutional convention in April 1950, and the announced 


policy of the union as contained in our national president's article in the Reader's 
Digest in November 1950, would be further publicized and distributed to Members 
of Congress, union officials, newspaper editors, and opinion leaders both at the 


university and husiness level. 

One month later and in May of 1951, our national secretary-treasurer, William 
J. Pachler, testified in opposition to the St. Lawrence seaway and power project 
hefore the Public Works Committee of the House of Representatives. In his 
testimony Mr. lachler summarized the position of our union as it had developed 
up to April 1950, and listed them as follows: 

*(1) Where power is generated in conjunction with worthwhile water projects, 
the transmission, distribution, and sale of such energy should, under proper 
regulation, be allocated to the private utility companies. Where investor-owned 
companies fail to provide for the distribution and sale of electrical energy, then 
and then only, should the Government undertake such duties. 

“(2) Approximately one-fifth of the power generated in America today is dis- 
tributed and sold by Government agencies. We believe that further encroachment 
of the Government into the uttlity industry should be discouraged except in cases 
of national emergency. 

“(3) It is our firm belief that the best interests of all of the people of this 
Nation can best be served and secured through collective bargaining in investor- 
owned public utility corporations. 

“(4) Weshall continue to advocate that the water resources of the Nation shall 
he developed. However, we shall object to any move that will result in these 
worthy projects being used as a means of destroying taxpaying utility companies 
who, under proper regulation, are furnishing adequate service. We further 
recommend as a matter of policy that the national officers, the local union officers, 
and members use every means available to prevent further nationalization of the 
utility industry, and we further recommend, as a matter of policy, that we insist 
on fair and proper regulation of the utility industry and that every effort be made 
to compel utility managements to fulfill their obligations to their consumers and 
to their employees.” 

In a 13-page statement Mr. Pachler exhaustively mentions the setback to good 
unionism caused by Government operation. He gave specific instances of union- 
destroying policies and tactics used at Government operations of all kinds. He 
told of the union’s bitter experience with rural-electrification agencies in Penn- 
sylvania and Michigan, with public-utility districts in Nebraska, with water 
and electric-utility districts in California. He pointed out that wage earners 
at public-power projects throughout the United States have poorer wages, hours, 
and working conditions than wage earners employed by private electric com 
panies and he included the Hoover Dam, the Bonneville Dam, and stated for 
example that there are 30 powerplants controlled by the Bureau of Reclamation 
in the far-western area, and only 1, the Coulee Dam, has a larbor agreement. 
Even where these governmental agencies do go through the pretense of collee- 
tive bargaining and reduce to writing a so-called agreement, our national secre- 
tary-treasurer, William J. Pachler, showed that the life of the wage earner is 
very inferior to that of a wage earner in private industry. Taking the Ten 
nessee Valley Authority as an illustration, Mr. Pachler said: 

“Our labor experiences with Valley authorities has been tremendously bad 
These authorities must adhere to the Federal or State regulations under which 
they work. First of all, let us look at the Tennessee Valley Authority setup 
Did the members of our industry suffer as a result of going into the service of 
the TVA? They certainly did. Under employment in private utilities, one enjoys 
with few exceptions the freedom and independence of that enjoyed by all other 
working people of America who work for a private industry. Not so in the 
TVA. 

“Some of the TVA restrictions embrace the following : 

“Political activities are prohibited to all regular employees under TVA policy 
and under the Hatch Act. Under this rule an employee may not attempt to 
influence the political actions of others nor take any active part in any political 
campaigns. 
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“Regular employees are prohibited from working in their spare time for any 
other employer if you work for TVA 

“TVA prohibits the union shop regardless of whether all the employees desire 
it or not 

“TVA does not recognize seniority and promotions are based on merit and 
efficiency with very little regard for length of service. 

“TVA prohibits by law the right to strike of its employees and requires com 
pulsory arbitration on some unsettled issues but on other issues the decision of 
the TVA management or its authorized agent is final 

“Now let us look at the inferior labor policies of TVA 


‘ 
(VA gives 6 paid holidays per year, some of our contracts give 11 
rVA gives permanent employees 1144 days sick leave per calendar month 01 
15 days a vear accumulative to a maximum sick leave of 90 days 


Our private industry contracts provide in some cases as much as three times 
“re an 





TVA has one master contract with a few spelled out working conditions 





signed with a number of unions ‘These contracts are negotiated by a small 
council committee which represents all unions involved whether the union has 
or has not a representative on such cominittee. Our union cont ‘ts are nego 
tiated between our own union and the management of the utility compani« 

nvolved rhis means direct negotiations between the managements and our 
unio condition that does not prevail in the TVA 


i 
rVA recuires a substantial contribution by its employees for its pension 


henefits. This pension p'an compares with the better plans in our industry as 


to benefits received but because most of our better plans are noncontributory 
this makes the TVA plan quite inferior to the better plans which we enjoy with 
vate light nd power comp nies in Cleveland, New York, Detroit, Dayton 
Consumes Power, Ohio Edison, Boston, and others 
IVA wage rates for the emplo ees in the pr wer end of its business are below 


the rates paid for similar work in the companies with which we hold contracts 
Che rates of pay in effect in TVA on January 7, 1951, for the titles of 





laborer, fi in, boiler-room attendant, water tender, boiler operator, titles which 
I have been able to compare with similar job titles in our contracts with Dayton 
Oh Edison, and Ohio Power, West Penn, Cleveland, Detroit, and New York, ar 
below the rates paid by these private companies for similar job titles 

‘TVA does not provide medical and hospitalization services for its en 
ployee n case of sickness Most of our contracts with private companies 
provid t least some medical and some hospitalization services furnished 
by the ¢ piover, 

(nother item that private light and power companies generally provide 
10 their I ple vees in some manner is a group life-insurance po.cy TVA 
only provides a death benefit provision that is part of the retirement policy to 
which the employee is making a substantial contribution and therefore by 


law it is required that at least the contributions be paid to the beneficiary if 
Mmplovee dies before his retirement.” 


lwo months later and in July 1951, there was a regional conference of the 





UWUA, CIO, in region 2 in Pennsylvania That conference reviewed the res¢ 
lution offered by local 162, UWUA, CIO, on the question of public power, and 
adopted it unanimously. The resolution itself reviewed the prior action of 
our conventions and officers and even quoted from the testimony of our 
national seeretary-troasurer, William J. Pachler, before the Publie Works 
Commi e of the House of Representatives While urging that steps be 
taken tft see to it that employees of Government utility operations of an 
k e paid no less than the prevailing rate of wages in the area, and while 
fu er demanding that nuine ¢ ective bargaining take place between 
any ich public agency and a union of its employees, the conference adopted 
strong language in its resolution which said in part: 


“Resolred, That every effort be made to stop the trend for publie ownership 
(of electrical utilities) in such areas before it enmeshes the entire labo 
movement to the extent that the American worker becomes a servant of his 
Government instead of his Government becoming a servant to him.” 

Continuing in the same direction, the Michigan State Utility Workers Coun 
cil, CIO, met in Sheboygan, Mich., on August 5, 1951. This group represents 
more than 20 local unions of the utility workers, and it too adopted a resolu- 
tion on public power, restating and reaffirming the positions taken by our union 
as set forth in this report. This conference further added one significant 
and important note which had been overlooked in most of our prior considera- 
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tions. It referred to the fact that whenever a State or local government 
enters the utility business, it gets money by issuing bonds. These bonds pay 
interest and are usually bought in large numbers by wealthy investors because 
of a loophole in our income-tax law. The Federal Government charges no 
income tax on the interest or dividends paid on bonds issued by State, municipal, 
county, city, public utility districts, or other Government power operations, 
This is quite an advantage to wealthy investors. Here is what the resolution 
said on this point: 

“Many State and municipal public power projects are financed by the issuance 
of bonds which are usually purchased in large numbers by wealthy investors be- 
cause there is no Federal income tax on the interest or dividends paid on such 
bonds.” 

Is power generated by Federal Government operations cheaper power? The 
resolution adopted by the Michigan council says: 

“We know the proponents of public power use the propaganda that public 
power is cheaper power, because they do not show the hidden taxes that are 
imposed upon the public to support their program, while the projects themselves 
pay little or no taxes to Federal, State, and local government.” 

Oniy a few weeks later and on August 22, 1951, our national officers met the 
question head-on in the hearings before the Senate Committee on Public Works. 
There were three bills before the Senate of the United States, each one au- 
thorizing the building of a single-purpose hydroelectric installation at Niagara 
Falls. These bills were called the Lehman-Roosevelt bill which provided that 
the Federal Government build the hydroelectric installation at Niagara, the 
Ives-Cole bill which provided that the government of the State of New York 
build the hydroelectric installation at Niagara Falls, and the Capehart-Miller 
bill which provided that five companies in private industry build the hydro 
electric installation The companies are: Central Hudson Gas & Electric Corp. ; 
Consolidated Edison Co., of New York, Inc.; New York State E’ectric & Gas 
Corp.; Niagara Mohawk Power Corp.; Rochester Gas & E!‘ectrie Corp. 

Our national secretary-treasurer, William J. Pachler, testified before this 
Senate committee and in explaining the position our union enjoys in private 
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industry said as follows: 

“Our union has contracts with employers in the light and power industry, 
to which the Congress of Industrial Organizations has given us jurisdiction that 
covers workers who number more than 90,000. 

“Our union points with pride to a union-shop contract with the Consolidated 
Edison Co. of New York for ail eligible employees of this company numbering 
approximately 30,000 people Other large companies with whom we hold con- 
tracts are the Detroit Edison, the Boston Edison, the Cleveland Electric [llumi- 
nating Co., the Consumers Power Co. of Michigan, the Ohio E lison, Ohio Power, 
Power Co., the 
Southern California kdison & Gas Co., the Pacific Gas & Electric Co., and many, 


many other companies throughout these United States. It might be of interest 
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and the Dayton Power & Light Co. of Ohio, the West Pen 





io the members of this committee to know that our members service areas that 
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embrace a population of better than 50 million people with either gas, electric, 
water, and in a great many both gas and electric.” 

On the question of multiple-purpose dams Mr. Pachler told the committee: 

“We are in favor of the Government providing flood control, full development 
of river navigation, proper development of irrigation and reclamation projects 
and the building of power facilities as a result of those projects which are feasible 
and desirable.” 

It is to be noticed that ever mt iultiple purpose dams which might be as Mr. 
Pachler said “feasible and desirable,” he did not want the energy so generated 
to be distributed by Government. Llere is his exact statement: 

“However, we stand opposed to the publie distribution of electrical power 
when adequate facilities are available from private industry to do this distri- 
bution jcb at fair and equitable rates.” 

On that same day, August 22, 1951 this speaker (Andrew J. McMahon) the 
chairman of the committee giving this report and the president of local 1-2 
UWUA, CIO, testified before the same Senate Committee on Public Works in 
opposition to a Government-constructed electric project at Niagara Falls. It is 
important to note that this Niagara project will be built in New York State where 
I have the honor to be president of the largest local union in the UWUA, CIO. A 
direct quotation from my testimony will, I think, be of value at this point on 
the part that unions should take in a democratie society I said as follows: 

“Unionism as it presently exists in the United States enjoys a position different 
from that of unionism in any other country of any other age. Trade unions in 
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the United States have increased in numbers and become influential as a part 
of the development of our free-enterprise system. A genuine democracy is made 
up of political, economic, and social parts. Our objectives in the United States 
today should be to develop our economic and social democracy so that they can 
keep pace with the development of political democracy through which we have 
lived since our birth as a free people 175 years ago. Good unionism, as the 
spokesman for millions of wage earners, must play an important part in this 
development.’ 

“No one has been more militant in striving for the development of strong 
unionism than I and my fellow officers of the Utility Workers Union of America, 
(CIO. For many years we have given our every effort to develop good unionism 
as a social need in our democratic way of life. We know that the hundreds of 
thousands of earners in the electric light and power industry need an informed 
aggressive union leadership to speak for them and work for them so that they 
might obtain the best possible wages, hours, and working conditions. In a word, 
the social institution of good unionism was and today more than ever is neces- 
sary to obtain for our wage earners a better economic way of life in return for 
the continuance of our record of uninterrupted service to the communities 
which we serve throughout the United States.” 

Less than a month later and on September 19, 1951 the speaker (Andrew J. 
McMahon) again testified before the Congress of the United States. On this 
oceasion it was before the Public Works Committee of the House of Representa- 
tives which was also considering the question of who should build the hydroelec 
tric installation at Niagara Falls. 

Permit me once again to quote a small part of my testimony on that day: 

“In testifying before the Senate committee (August 22, 1951), at that time 
I referred to the three bills before the Congress of the United States which closely 
affect the social and economic welfore of the members of the Utility Workers 
Union of America, CIO. Each of these three bills concerns, in their most im 
portant part, the building of a hydroelectric installation at Niagara Falls in the 
State of New York. They were the Lehman-Roosevelt bill, introduced in January 
of 1951; the Ives-Cole bill introduced in August of 1951, and the Capehart-Miller 
bill introduced in March of 1951. 

“T am testifying before this committee today on substantially the same gen 
eral issue. As spokesman for my local union at the Senate hearings, I went on 
record against Government building of hydroelectric installation at Niagara Falls 
and in favor of private enterprise doing the work, subject to proper and neces 
sary Government regulation and control. Each of these three measures provides 
for development of Niagara Falls with particular emphasis on the construction 
and operation of a hydroelctric installation. The Lehman-Roosevelt bill would 
have the Federal Government do the construction and then hopes to turn the 
operation over to the Power Authority of the State of New York under certain 
terms and conditions which did not seem either attractive or workable accord 
ing to the testimony of the witness from the New York Power Authority in the 
hearing before the Senate committee. The Ives-Cole bill proposes that the Fed- 
eral Government do the construction more or less under the direction of the New 
York State Power Authority, which would then operate the installation under 
terms and conditions which did not appear either attractive or workable to the 
Federal Government agency witnesses who appeared before the Senate com- 
mittee. The Capehart-Miller bill proposes that private enterprise do the con- 
struction and operate the installation in the same manner in which utility com- 
panies are operated at the present time in the State of New York, that is subject 
to Government regulation, control and, according to industry spokesmen before 
the Senate committee, Government recapture if the project does not prove to be 
working in the public interest; and also stated: 

‘It is important in our present considerations to note that the proposed Niagara 
redevelopment is really a single-purpose project, that is the building of a hydro- 
electric installation, and not a multiple-purpose project providing for flood con- 
trol, navigation, irrigation, or reclamation or anything else.’ The scenic de- 
velopment and improvement of Niagara contemplated by the measure is relatively 
a very small part of the subject matter in any bill. Because it is a single pur- 
pose project which can be done by private enterprise under proper regulation 
and control, we favor the Capehart-Miller bill which proposes fhe continuance 
of our system of private enterprise; and also stated: 

‘In the considerations before us today we must take cognizance of the fact that 
the Capehart-Miller bill in the House of Representatives as H. R. 3146 repre- 
sents for the first time the machinery by which private enterprise can under 
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take the development of a project such as the building of a hydroelectric installa- 
tion at Niagara Falls. Under this bill full and unlimited collective bargaining 
for free labor unions is an automatic feature since the installation would be 
built and operated by private utility companies with whom we hold genuine col- 
lective bargaining agreements, throughout the United States. Under this sys- 
tem of private operation there is no questioning the fact that the Government 
would collect its proper share of taxes and, above all, the public interest would 
be amply protected by the regulation of rates and other operational services 
by the public service commission. It is our concept of democracy in its high- 
est stages of development that the Government should only be called upon to do 
those necessary and important things which the citizenry, either individually 
or collectively, cannot do for themselves. We were and are opposed to the Gov- 
ernment building transmission lines to distribute electric power when adequate 
facilities under proper regulation are available from private industry. It is 
logical to have this same principle cover the building of a hydroelectric installa- 
tion at Niagara Falls. If private enterprise can do the job at fair and equitable 
costs and prices, unions should support that effort.’ ” 

Only a few days after my appearance before the Public Works Committee of 
the House of Representatives and on September 28, 29, 30, 1951, the Fifth Con- 
stitutional Convention of the UWUA, CIO, took place. In approving the work 
done by our union on the problems presented by public power, this convention 
unanimously adopted a resolution which reads, in part, as follows: 

“Now, therefore, be it resolved, That this convention of the Utility Workers 
Union of America, CIO, go on record as being opposed to any further Government 
encroachment into the electric-utility industry ; and be it further 

“Resolved, That the National officers, local officers, and members use all means 
available to prevent further nationalization of the utility industry.” 

Permit me to direct your attention to the italicized words in the above resolu- 
tion, because the mandate contained therein is directed at everyone within the 
hearing of my voice and at every officers and member of our local unions and 
national body throughout the entire United States. So important had this issue 
of public power become that at that same fifth constitutional convention in 
Cleveland, our national president, Joseph A. Fisher, made a lengthy speech which 
is part of the record of the convention, and very ably, thoroughly, and exhaus- 
tively reviewed all of the subject matter referred to in this report. 

It can thus be seen that our union, by its officers and members, has been alert 
on the issue of public power over a long period of time. The conclusions reached 
have been carefully examined and tested by every labor standard. At the present 
time it is necessary for us to take further affirmative action. There are bills 
before the Congress of the United States entitled ‘“Capehart-Miller-Martin Bill, 
S. 689, H. R. 2289, and the Dondero Bill, H. R. 4351,” providing for the building 
of a single-purpose hydroelectric installation by five electric light and power com- 
panies in the State of New York. As this report shows, there were efforts to have 
this installation built by the Federal Government and by the Power Authority of 
the Government of the State of New York. Significant indeed is the sentence 
from the officers’ report to the 1950 convention, quoted above and here repeated : 

“No Federal agency should construct or operate, except for national defense or 
where private industry fails or refuses to provide adequate service, any project 
the sole purpose of which is the generation of electric energy.” 

In the light of all the facts, this committee proposes the following resolution 
and recommends its adoption: 


ExuHiIsir C 


RESOLUTION ON PUBLIC Power ADOPTED aT UWUA Detroit CONVENTION, APRIT 


25, 1953 


Whereas the policy of the Utility Workers Union of America, CIO, on the 
question of public power versus private power has been definitely stated over the 
period of the last 3 years; and 

Whereas it is the purpose of the Utility Workers Union of America, CIO, to 
organize the employees of every light and power company in the United States, 
in accordance with the jurisdiction granted to us by the Congress of Industrial 
Organizations; and 

Whereas the Utility Workers Union of America, CIO, has in the past and 
will continue in the future to insist that the private utility companies under 
fair and proper regulations be compelled to fulfill their obligations to provide 
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adequate and efficient service to the consumer at the lowest possible rates in 
harmony with the best possible wages, hours, and working conditions for our 
members; and 

Whereas the national officers and local union officers of the Utility Workers 
Union of America, CIO, have made public pronouncements against further Gov- 
ernment encroachment into the light and power business either on the National, 
State, or local level; and 

Whereas the record of the conventions of 1950, 1951, and of the Utility Workers 
Union of America, CIO, contain full exposit on of the reasons why this union 
s opposed to further encroachment by Government in the field of light and 
power; and 

Whereas numerous local unions and regional councils of the Utility Workers 
Union of America, CIO, have also gone on record against Government operation 
of all kinds in the field of light and power; and 

Whereas this problem is being considered by the Congress of the United States 
with regard to the proposed building of a single-purpose hydroelectric installa- 
tion at Niagara Falls for the sole purpose of developing more power from Niag- 
ira; and 

Whereas the position of the Utility Workers Union of America, CIO, was fur- 
ther made known to the committees of the Senate of the United States and also 
to the committees of the House of Representatives in testimony before those 
odies in 1951, 1952; and 

Whereas the officers’ report to the 1950 convention of the Utility Workers 
Union of America, ClO, which was unanimously adopted, contains this Union's 
position on the broad problem of public power, and specifically contains the 
following words: “No Federal agency should construct or operate, except for 
ational defense or where private industry fails or refuses to provide adequate 
service, any project the sole purpose of which is the generation of electric 
energy”; and 

Whereas there are bills before the Congress of the United States entitled 
Capehart-Martin-Miller Bill 8S. 689, H. R. 2289, and Dondero Bill H. R. 4851” 
providing that such installation be erected by five electric light and power com- 
panies in the State of New York, where the Utility Workers Union of America, 
CIO, represents the great majority of the organized workers in the companies 
involved: Now, therefore, be it 

Resolved, That this Sixth Constitutional Convention of the Utility Workers 
Union of America, CIO, reaffirm its historic position on public projects, and go 
on record in favor of the passage of the Capehart-Martin-Miller bill and the 
Dondero bill, which are consistent with our historic position as herein above 
stated and that the public, interest be protected by proper charges being made 
by the appropriate regulatory body for the use of public waters; and be it further 

Resolved, That copies of this report and resolution stating our policy be for- 
warded to the presidents of all local unions of the Utility Workers Union of 
America, CLO, to be read at all local union meetings; and be it further 

Resolved, That our position on the Capehart-Martin-Miller bill and the Don- 
cero bill be made known to all of the Senators and Representatives of any and 
all sessions of Congress, of the Legislature of the State of New York, the Governor 
of the State of New York, other labor organizations, and the public at large. 


Mr. McManon. My name is Andrew J. McMahon, president of Lo- 
eal 1-2, Utility Workers Union of America, CIO, with offices at 143 
West Fifty-first Street, New York City, N. Y. There are some 27,000 
ake rs of the Utility Workers Union of America, CIO, in New York 
State, * which the proposed power development at Niagara Falls is to 
take place. In addition, the national union of the Utility Workers 
Union of America, CIO, has contracts with utility companies in pri- 
vate industry throughout the United States covering some 90,000 


members. As a spokesman for local 1-2, U tility Workers Union of 
America, C i I appear today in favor of the ( Capehart- Miller-Martin 
bill, S. 689, H. R. 2289, and the Dondero bill, H. R. 435 


It is our << ject and responsibility to obtain for employees in the 
light and power field the best possible wages, hours, and working con- 
ditions in return for uninterrupted service to the consumers whom 










NIAGARA POWER DEVELOPMEN' 105 


we serve throughout the United States. It has been our experience, 
and we know of no other national union in the light and power field 
that has not had similar experience, that we can best obtain these 
objectives when we are dealing over the collective-bargaining table 
with private industry. No union can bargain collectively — Gov- 
ernment-operated systems on the Federal, State, munic ipal, or any 
other level. This is not to say that all managements of public utility 
companies are angels. Asa matter of fact, some of them are even anti- 
labor. However, with free and unlimited collective bargaining with 
private industry, we can solve those problems and we have been able 
to enter into signed contracts which could never have been accom- 
plished with Government-o pe rated systems. 
sy the process of genuine collective bargaining with private in- 

dustry we have won high standards for our union members in many 
sone) of the United States. Let me give you one illustration in our 
own backyard in New York City. Exhibit A is a schedule of the 
hourly rates paid for comparable jobs by two employers in the same 
locality, New York City. One, a private-enterprise company, the Con- 
solidated Edison Co. of New York, and the other a public operation— 
The New York City Board of Transportation, Power Division. This 
exhibit speaks for itself. It shows that the New York City Board 
of Transportation Power Division employing in excess of 1,500 wage 

arners, pays approximately 29 cents an hour less to employees than 
the private enterprise company, the Consolidated Edison Co. of New 
York, pays in similar positions. 

My testimony will be brief but includes three exhibits which I 
strongly recommend to the attention of this committee. Exhibit A 
referred to above is a schedule of hourly wage rates paid by a private- 
enterprise company—the ( ‘onsolidated Edison Co., Electric Pro- 
duction Department, and a public operated system, the New York 
City Board of Transportation, Power Division. Exhibit B is a state- 
ment of the Utility Workers Union of America, CIO, in regard to 
the issues connected with public power as adopted at the sixth con- 
stitutional convention held in Detroit, Mich., on April 24, 25, and 
26, 1953, Exhibit C is a resolution on public power unanimously 
adopted by the sixth constitutional convention of the Utility Work- 
ers Union of America, CIO, in Detroit on April 25, 1953. 

I shall begin with the last of these exhibits because it is, in a manner 
of speaking, of first importance. It summarizes the position of the 
Union I have the privilege to represent. It is most ae) inasmuch 
as it was adopted only a few weeks ago on April 25, 1953. Permit 
me, therefore, to read this resolution which was un: shisnioaiiy adopted 
by the Sixth Constitutional Convention of the Utility Workers Union 
of America, C1O. 

Here is exhibit C 


RESOLUTION ON Puslic Power ApopTrED AT THE UTILITY WorKERS UNION OF 
AmerIcA, CIO, Derroir CONVENTION, ApriIL 25, 1953 


Whereas the policy of the Utility Workers Union of America, CIO, on the 
question of public power versus private power, has been definitely stated over 
the period of the last 3 years; and 

Whereas it is the purpose of the Utility Workers Union of America, — to 
organize the employees of every light and power company in the U) nited States. 
in accordance with the jurisdiction granted to us by the Congress of Industria 
Organizations; and 
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Whereas the Utility Workers Union of America, CIO, has in the past and will 
continue in the future to insist that the private utility companies under fair 
and proper regulations be compelled to fulfill their obligations to provide adequate 
and efficient service to the consumer at the lowest possible rates in harmony 
with the best possible wages, hours, and working conditions for our members ; and 

Whereas the national officers and local union officers of the Utility Workers 
Union of America, CIO, have made public pronouncements against further Gov- 
ernment encroachment into the light and power business either on the national, 
State, or local level: and 

Whereas the record of the conventions of 1950, 1951 and of the Utility Workers 
Union of America, CIO, contain full exposition of the reasons why this union 
is opposed to further encroachment by Government in the field of light and power; 
and 

Whereas numerous local unions and regional councils of the Utility Workers 
Union of America, CIO, have also gone on record against Government operation 
of all kinds in the field of light and power; and 

Whereas this problem is being considered by the Congress of the United States 
with regard to the proposed building of a single purpose hydroelectric installa- 
tion at Niagara Falls for the sole purpose of developing more power from 
Niagara; and 

Whereas the position of the Utility Workers Union of America, CIO, was further 
made known to the committees of the Senate of the United States and also to the 
committees of the House of Representatives in testimony before those bodies in 
1951. 1952; and 

Whereas the officers report to the 1950 Convention of the Utility Workers 
Union of America, CIO, which was unanimously adopted, contains this union’s 
position on the broad problem of public power, and specifically contains the 
following words: “No Federal agency should construct or operate. except for 
national defense or where private industry fails or refuses to provide adequate 
service, any project the sole purpose of which is the generation of electric 
energy”; and 

Whereas there are bills before the Congress of the United States entitled 
“Capehart-Martin-Miller bill S. 689, H. R. 2289, and Dondero bill H. R. 4351” 
providing that such installation be erected by five electric-light and power com- 
panies in the State of New York, where the Utility Workers Union of America, 
CIO, represents the great majority of the organized workers in the companies 
involved; now, therefore, be it 

Resolved, That this sixth constitutional convention of the Utility Workers 
Union of America, CIO, reaffirm its historic position on publie projects, and go 
on record in favor of the passage of the Capehart-Martin-Miller bill and the 
Doncero bill, which are consistent with our historic position as herein above 
stated and that the public interest be protected by proper charges being made 
by the appropriate regulatory body for the use of public waters and be it further 

Resolved, That copies of this report and resolution stating our policy be for- 
warded to the president of all local unions of the Utility Workers Union of 
America, CIO, to be read at all local union meetings, and be it further 

Resolved, That our position on the Capehart-Martin-Miller bill and the Don- 
dero bill be made known to all of the senators and representatives of any and 
all sessions of congress of the Legislature of the State of New York, the Gover- 
nor of the State of New York, other labor organizations and the public-at-large. 

I am sure that the members of this committee recognize the fact that when a 
resolution of this type is unanimously adopted at a convention, the subject- 
matter of this resolution must be well known to all of the delegates. You may 
be assured that our union in all parts of the United States has given serious 
consideration to the subject-matter of Government competition with private 
enterprise in the electric-light and power industry for a long period of time. 
A reading of exhibit B entitled “A Statement of the Policy of the Utility Workers 
Union of America, CIO,” in regard to the issues connected with public power as 
adopted at the sixth constitutional convention held in Detroit, Mich., on April 
24, 25, and 26, submitted herewith, is proof positive on this point. The state- 
ment of policy covers a 8-year period beginning in April of 1950 at the fourth 
constitutional convention of our union and shows in chapter and verse fashion 
the manner in which spokesmen for our union have made public pronouncements 
on the basic philosophy of Government competition with private enterprise in 
the electric-light and power industry. These spokesmen include our national 
officers, regional officers, State councils from different parts of the United 
States and testimony given before committees of the Senate of the United States 
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and the House of Representaives. Our policy is well known and is a matter of 
public record. Unions have grown strong in the United States because they 
have been successful in the objectives to which they have dedicated themselves. 

We feel that it is part of our job also to see to it that the industry in which 
we earn our livelihood is not put out of business, because if this happens, we, 
the union in the industry, will go out of business too, It is for all the reasons 
mentioned above that we take on the responsibility of appearing before you. 
In fizhting for social improvement in general and the development of our natural 
resources in particular, our union has been in the forefront for many years. 
We are in favor of the Government providing flood control, full development of 
river navigation, proper development of irrigation and reciamation projects and 
the building of power facilities as a result of these multiple-purpose projects 
which are feasible and desirable. It is important in our present consideration 
to know that the Niagara redevelopment is actually a single-purpose project. 
It is the building of a hydroelectric installation and not a multiple-purpose 
project providing for flood control, navigation, irrigation, reclamation, or any- 
thing else. The scenic development and improvement of the Niagara River 
contemplated by any of the proposals made during the last several years are 
re'atively unimportant parts of the proposals. Our support of the Capehart- 
Miller-Martin bill and the Dondero bill is based upon the fact that these meas- 
ures for the first time set up the machinery by which private enterprise can 
undertake the development of a single-purpose project such as the building of 
a hydroelectric installation at Niagara Falls. Under these bills full and un- 
limited collective bargaining for free labor unions is an automatic feature since 
the installation would be built and operated by private utility companies with 
whom we ho'd genuine collective-bargaining agreements. 

Under this system of private operation there is no questioning the fact that 
the Government would collect its proper share of taxes and that the public 
interest would be protected by the regulation of rates and other operational 
services by the public service commission of the State including proper charges 
being made by the appropriate regulatory body for the use of public waters. 
As further protection of the publie interest the bills themselves provide for 
Government recapture of the project if it does not prove to be working in the 
pubic interest. 

Exhibit B as I have said before contains the full story of our efforts over 
the period of the last 3 years. Frankly every experience we have had convinces 
us that we do not want the Government as our employer. Briefly examine with 
me the three following propositions and you will understand why intelligent 
unionism must look with caution at any division or subdivision of Government 
as an employer. 

1. For many years organized labor worked hard to compel the Government, 
when it became an employer in certain trades, to pay the same prevailing rates 
of pay as paid by private industry. This principle was written into Federal 
law when the Davis-Bacon Act was enacted almost 20 years ago. What assur- 
ances have we that the basic philosophy of the Davis-Bacon Act will be embodied 
in any legislation establishing a Government operation in the utility field? 
here has been no move in this direction uy» to this moment. 

2. The right to organize and bargain collectively was protected by law when 
the Congress of the United States passed the Wagner Act in 1935. However, 
this protection does not extend to Government employees. Can anyone say 
that employees of a Government are able to bargain collectively with their 
Government employer? Can they enter into genuine and effective collective- 
bargaining contracts similar to those which we presently have with private- 
utility companies? 

8. It is a general principle that no one likes to pay taxes. In the complex 
world of today it is equally clear that more and more taxes are needed not 
only for national defense but to strengthen and even further develop the social 
advances of the last several decades. Taxes, are, therefore, very necessary 
to the existence of any government. The members of our union and all other 
unions are paying an ever-increasing percentage of their wages to the Gov- 
ernment in taxes. This fact is one that is a constant consideration not only 
in collective-bargaining efforts with management but in the internal adminis- 
tration of unions. Can it be said that any Government agency established 
in the electric light and power field pays the same local, State, and Federal 
taxes which private-enterprise companies or the users of private power are 
required to pay? We do not feel that the taxpayers of one section of the coun- 
try should indirectly pay part of the electric bill charged by Government operation 
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of electric facilities in other parts of the country. We feel that the ever-increas- 
ing tax burden should rest evenly on all the taxpayers, which cannot be done 
if more and more private business is taken over by Government and thereafter 
relieved from the necessity of carrying their share of the tax burden, 

There is our case. It is the thinking of our membership over a 
long period of time and the actual experience of our union that wage 
earners are better off working for private industry than they are 
working for any Government operation. 

Mr. Chairman, at this time I would like to take this opportunity 
of expressing on behalf of my officers and the members of my union 
our sincere appreciation for the opportunity to appear be fore this 
body and exemplify the American way of life. 

Mr. Donpero. We appreciate your statement before the committee 
very much. Are there any questions on the left ? 

Mr. Mack. Mr. McMahon, on page 5 you say: 

We are in favor of the Government providing flood control, full development 
of river navigation, proper development of irrigation and reclamation projects, 
and the building of power facilities as a result of these multiple-purpose projects 
which are feasible and desirable. 

Mr. McManon. That is right. 

Mr. Mack. I take it from that statement your union is not ex 
pressing disapproval of projects such as we have on the Columbia 
River where all of the elements of flood control, harbor improvement, 
irrigation, reclamation, as well as power, are involved ¢ 

Mr. McManon. That is right. 

Mr. Mack. Then in the main you would not agree with Mr. Hoover’s 
statement, or Mr. Wilson’s statement that all of these power projects 
should be sold to private enterprise ? 

Mr. McManon. Well, I hesitate a moment to answer whether I 
agree or disagree with them, but we do feel at this particular moment 
that any project that may be developed for navigation, or so forth, 
should be developed by the Government, which would include public 
power. 

Whether or not it is feasible or desirable for the Government to sell 
back or give to the private utility companies in the Nation these 
projects which have been developed, and which are in my humble 
opimion doing very muc ‘h good to many areas of the United States of 
America, at this particular moment my humble opinion is that the 
Government should maintain them. 

Mr. Mack. You say in your statement that the union has not been 
fairly treated, in your estimation, by the valley authorities such as 
the Tennessee Valley Authority. Is it the position of your union 
that you are opposed to the creation of valley authorities such as the 
Columbia and Tennessee Valley Authorities? 

Mr. McManon. Our experience with the valley authorities is, sir, 
that we have not been able to accomplish the same wages and the same 
working conditions for our members and, incidentally, the Utility 
Workers Union has very few contracts of that kind. But our expe- 
rience in the past, as is shown in one of the exhibits where our national 
secretary-treasurer testified before this committee in 1952, shows in 
detail our complete experience with the Tennessee Valley Authority, 
showing the inability of the employees to obtain the same wages as 
paid, and the same working conditions as paid by private employers. 
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Mr. Mack. Some of Mr. Smith's questions implied that you might 
have a selfish interest in bringing these workers under the jurisdiction 
of the union were this project built by private rather than public 
funds. As a matter of fact, if this project on the Niagara were 
built at a cost of S266 million. once it got into operation it would 
employ only a few hundred electrical workers. Isn't that true 

Mr. Mc Manon. Lt we uld probably when you talk about electrical 
workers you are talking about two di ferent — l am talku Z 
about utility workers, and my colleague from the International Broth- 
erhood of Electrical Workers who appeared bef re represented those 
employees known as electrical workers. 

My people would be the people who would maintain the prope ties. 
They have contracts also, for instance, with the Long Island Lighting 
Co., where they have this same type of operation. But at the present 
moment I am only spe: aking for the Utility Workers Union. 

Mr. Mack. In the States of Washington and Oregon we are engaged 
in the distribution of a tremendous amount of public power—many 
times what you are going to distribute here from the Niagara opera 
tion, and I think Bonneville only employs a total of 2.600 persons in 
their operation. 

Mr. McManon. It may be. 

Mr. Mack. It is not a great number compared to the tremendous 
amount of funds invested in the project. 

Mr. McManon. I do not know how many workers are involved 
that operation. 

Mr. Donpero. Are there any other questions on my left? 

Mr. Oaxkman. I would like to congratulate the man on his very 
fine and clear-thinking statement. It was a clear statement and he 
was a good witness. 

Mr. McManon. Thank you, sir. 

Mr. Donprero. Any questions on my right? 

Mr. Smiru. Mr. McMahon, you regard the Niagara River as a 
property of the people of the United States and the people of Canada, 
do you not? 

Mr. McManon. That is right. 

Mr. Smrru. In other words, it is a natural resource belonging to 
the people of the United States. Does your organization support the 
policy of your parent body, the C ongress of Industrial Organizations, 
in their position in regard to the so-called tidelands bill, which the 
Congress just passed / 

Mr. McManon. On the tidelands bill? No, sir; we did not. As 
a matter of fact the question of public power between the utility 
workers and the Congress of Industrial Organizations differs entirely. 

Mr. Smrru. In other words, your organization favored the tide- 
lands bill ? 

Mr. McManon. Oh, vou are talking about tidelands ? 

Mr. Smirn. That is right. 

Mr. McMaunon. Yes. We did favor the tidelands bill. 

Mr. Surru. How does your organization feel about the proposals in 
regard to western lands and the selling of them to private individuals, 
and things like that? That is something that your national group, 
or parent body, has expressed very great opinions about, and not a 
random statement either. 
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Mr. McManon. At this moment I would hesitate to answer that 
question because it has been very recently discussed and we have not 
had an opportunity to discuss the full import of it and what it means. 
Even though our national organization, the Congress of Industrial 
Organizations, may have taken a position on it, at this particular 
moment our local union of the utility workers have not. 

Mr. SmirH. When the resolution, or statement, or whatever it was, 
in regard to the so-called tidelands bill was adopted by the national 
CIO, did your group vote against it there? 

Mr. McManon. I believe our delegates to that convention voted in 
favor. 

Mr. Smiru. In other words, they supported the stand of the CIO? 

Mr. McManon. That is right. 

Mr. SmiruH. They supported that stand, which said they opposed 
the tidelands bill because it invclved the giving away of the natural 
resources ¢ 

Mr. McManon. Well, I would say at this particular moment I as- 
sume they supported it. Yes. 

Mr. Samirn. In other words, that resolution passed your national 
convention unanimously ¢ 

Mr. McManon. I believe it did. 

Mr. Smrru. More or less like this Niagara resolution passed your 
convention unanimously ¢ 

Mr. McManon. That is right. 

Mr. Smirn. In other words, although some of your people were 
against it they still voted for it? 

Mr. Donpero. I hope our colleague will stay on the main line. 

Mr. Smriru. The issue has been raised here about this overall ques- 
tion that this is a matter of free enterprise. I think we are talking 
about the overall subject of free enterprise and natural resources. I 
want to find out the position of the national CIO and the public- 
utility workers in regard to the project to establish power dams on 
the St Lawrence River. 

Mr. McManon. At this moment, sir, we are not taking a position 
on it. We are taking a position on the Niagara River at the moment. 
But I will assume that if it isa multipurpose project and it provides 
other things besides the distribution, transmission, and construction 
of a power project, I think we would go along with it. We would 
favor it. 

Mr. Smiru. Didn’t your organization submit a statement in opposi- 
tion to the St. Lawrence seaway when it was considered by this 
committee ? 

Mr. McManon. I believe we did in 1951 and 1952 

Mr. Smirn. In other words, you now reverse your position in favor 
of the St. Lawrence seaway ? 

Mr. McManon. Not necessarily reverse it in favor of it but we do 
feel if it is a multipurpose project and will be of service to the Nation, 
I think we would reverse our position on it. 

Mr. Smirn. Did you just discover and make a check and find out 
that the St. Lawrence seaway was going to be multiple purpose ¢ 

Mr. McManon. We did not. We have taken a position here on a 
single-purpose project, and that is what we are testifying on here 
today. 
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Mr. Smirn. I think your overall position on these issues is im- 
portant. Of course, you started off by talking about the fact that you 
wanted to come here and testify in favor of the American way of life. 
So I think I am at liberty to inquire of you on anything in relation 
tothe American way of life. 

Mr. McManon. There is no question of that, sir. 

Mr. Smitu. The point then is, in other words, your organization op- 
posed the St. Lawrence seaway and power development in 19514 

Mr. McManon, That is right. 

Mr. Smirn. And you think you support it now ? 

Mr. McManon. I think we would. Yes. Although we appeared in 
May 1951 in opposition, I think we would probably support it now 
if that question was up. 

Mr. Donprro. May I just announce that general debate has ended 
and they are now offering amendments to the bill. Technically we 
are not permited to sit. If you have any further questions may I say 
to my able colleague that maybe Mr. McMahon would be willing to 
stay over and continue in the morning. But if not he naturally would 
like to be excused. I do not want to cut you off. 

Mr. Smiru. May I ask one more question ? 

Mr. Donpero. Surely. 

Mr. Smirn. Mr. McMahon, do you realize that the chairman of our 
committee has announced that hearings are going to be held shortly 
in regard to the St. Lawrence seaway? In fact they were once sched- 
uled sometime this month—sometime in May. Since this is an issue 
in which your organization would be having an important stake, I 
assume, because of the proposed power development on the St. Law- 
rence River in the State of New York, might be bigger than this, do 
you not think you had better be getting ready to see whether you are 
in favor of it or not? 

Mr. McManon. We certainly will, and if there are any public hear- 
ings I am positive our union will take its position on the St. Lawrence 
power project. 

Mr. Smitn. You are going to try to keep it as consistent as you can, 
aren't you? T just wanted to get this position of these utility ‘workers 
clear and find out exactly how they stand in regard to all of these 
matters in relation to the American way of life. 

However, we do not have sufficient time to go into it fully so I will 
leave off. 

Mr. Donprro. The committee stands adjourned until 10 o’clock to- 
morrow morning. 

(Whereupon, at 2:35 p. m., the joint committees of the Senate and 
House Public Works Committees, adjourned until 10 o’clock the fol- 
lowing day, Friday, May 15, 1953. 
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FRIDAY, MAY 15, 1953 


CoMMITTEE ON Pusiic WorKS OF THE 
Hovuse or REPRESENTATIVES AND THE 
SUBCOMMITTEE ON FLoop CoNTROL AND Rivers AND HARBORS 
OF THE SENATE CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The Joint Commitee met, pursuant to adjournment, at 10: 10 o’clock 
a.m., in room 1302, New House Office Building, Senator Prescott Bush 
presiding. 

Senator Busu. The committee will please be in order. 

This is a joint meeting of the Committee of the Senate and House 
on Public Works. 

The first witness today, without objection of the committee, will be 
the Hon. Herbert Lehman, Senator from New York, who has asked if 
he might testify for the opposition because of other engagements dur- 
ing the day. 

Senator Lehman. 

Mr. Donprero. Mr. Chairman, while Senator Lehman is coming to 
the witness stand I want to offer for the record the statement prepared 
by the Department: of the Army in reference to Niagara power. 

Senator Busn. Without objection it will be accepted and placed in 
the record. 

(The statement of the Department of the Army is as follows:) 


May 15, 1953 
Memorandum for: Hon. George A. Dondero, Chairman, Committee on Public 

Works, House of Representatives, Washington, D. C 
Subject: Defense Department reports on earlier bills for Niagara power rede- 

velopment. 

1. Reference is made to informal inquiry yesterday by Congressman Smith as to 
the views of the Department of Defense on earlier bills in the Congress which pro- 
vided for authorization for redevelopment of power at Niagara Falls, N. Y. 

2. Three bills were previously introduced providing, respectively, for develop- 
ment by the Federal Government, a State agency, and by private enterprise. 
Those bills were referred to the Department of Defense for report by the Chair- 
man of the House Public Works Committee at varying dates between January 
1951 and September 1951. Separate reports were subsequently submitted by the 
Secretary of the Army for the Defense Department. 

3. H. R. 1642, 82d Congress (Roosevelt bill for Federal construction) : On 
August 24, 1951 the Acting Secretary of the Army, responsive to the committee’s 
request of January 29, 1951, for report, advised that “The Department of the Army 
favors the above-mentioned bill.” Copy of that full report is attached as in- 
closure 1. It should be mentioned that at the time neither of the other bills had 
been referred to the Department for report. 

4. H. R. 5099, 82d Congress (Cole bill for State development) : On July 14, 1952, 
the Secretary of the Army reported in answer to the committee’s letter of Sep 
tember 20, 1951. The pertinent portion of that report, which also referred to the 
Department’s earlier report on H. R. 1642, reads: 
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“However, whether or not the project should be constructed by a Federal or 
State agency is a matter for the Congress to decide. This Department favors the 
construction of the project.” 

An amendment of section 2 and 3 was suggested. Copy of that full departmental 
report is attached as inclosure 2. 

5. H.R. 3146, S2d Congress (Miller bill for development by private enterprise) : 
On August 14, 1952, the Acting Secretary of the Army submitted a report in 
reply to the committee’s inquiry of September 19, 1951. Copy of the full report 
is attached as inclosure 8. Among other things, that report summarized the 
Department’s earlier reports on H. R. 1642 and H. R. 5099. The particularly 
pertinent paragraphs of the report on the earlier Miller bill read as follows: 

“As indicated in the above-mentioned reports, the Department does favor 
construction of the project. Whether the project should be constructed by a 
Federal or a State agency or as a private enterprise undertaking is a matter 
of policy for the President and the Congress to resolve. In his message of 
May 2, 1950, transmitting the Niagara Water Treaty for Senate ratification the 
President expressed the view that the additional power facilities should be 
publicly constructed. Aside from the question of who should build and operate 
the facilities, special care should be exercised in the authorizing legislation to 
provide for the most efficient utilization of the power potential, consistent with 
the requirement for the preservation of the scenic spectacle, and for protection 
of navigation in the Niagara River above the falls. 

“Design studies thus far accomplished by the Corps of Engineers for the power 
redevelopment phase indicate that an engineering installation larger than that 
outlined in the Federal Power Commission’s report of 1949 is justified. It is 
also indicated that it will be necessary to make other changes in the interests 
of the scenic and navigation features. It is imperative that close coordination 
in the design of all of these engineering works, as well as in their operation, 
be obtained to serve the best interests of all three waters uses. It is considered 
that H. R. 1642 provides for this coordination. In the event the committee 
decides to consider favorably either H. R. 5099 or H. R. 3146, it is suggested 
that the legislation should be revised to provide for development in accordance 
with the engineering planning currently under way by the Chief of Engineers 
to secure the most beneficial layout and that the designs by either the State 
or private party receive the prior approval of the Chief of Engineers.” 

C. H. CHorPenina, 
Brigadier General, U. 8. A., Assistant to the -Chief of Engineers 
for Civil Works. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., August 24, 1951. 
Hon, CHARLES A, BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 

Deak Mr. BucKLeEY: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H, R. 1642, 
S2d Congress, a bill “To preserve the scenic beauty of the Niagara Falls and 
River and to authorize the construction of certain public works on that river for 
power and other purposes, and for other purposes.” The Secretary of Defense 
hus delegated to this Department the responsibility for expressing the views of 
the Department of Defense. 

The Department of the Army favors the above-mentioned bill. 

The bill declares the policy of Congress that the share of the waters of Niagara 
River available to the United States for power purposes under the treaty between 
the United States and Canada, dated February 27, 1950, shall be used to develop 
power in the public interest by a public agency. It authorizes the construction, 
under the direction of the Secretary of the Army and the supervision of the Chief 
of Engineers, of works of improvement for redevelopment of the Niagara River 
in substantial accordance with the project plans outlined in the report of the 
Bureau of Power of the Federal Power Commission, dated September 28, 1949, 
subject to such modifications as may be found advisable by the Secretary of the 
Army upon investigation and recommendation by the Chief of Engineers and the 
Federal Power Commission, and after consultation with the Governors of New 
York and other interested States and with other interested Federal agencies, 
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The project outlined in the report of the Bureau of Power, in addition to the 
works for power development, includes remedial works to preserve the scenic 
beauty of the falls, final selection of the design to be made after further field 
investigations and model tests. Article LI of the treaty provides that the Inter- 
national Joint Commission will be asked to make recommendations as to the 
nature and design of such remedial works and the allocation of the task of con- 
struction as between the United States and Canada. The bill provides that the 
construction of additional remedial works will be undertaken only after the 
recommendation of the International Joint Commission has been approved by 
the Governments of the United States and Canada as contemplated by article Il 
of the treaty. 

The report of the Bureau of Power, cited in the bill, gives the estimated cost 
of all the proposed redevelopment works at from $308,700,000 to $350,300,000, 
depending upon the type of construction finally adopted. 

An identical report on S. 517, a companion bill, has been coordinated among 
the Departments and Boards of the Department of Defense in accordance with 
procedures prescribed by the Secretary of Defense 

The Bureau of the Budget advised that there would be no objection to the 
submission of an identical report on S. 517 and that enactment of legislation 
along these lines would be in accord with the program of the President. 

Sincerely yours, 
ARCHIBALD S, ALEXANDER, 
icting Secretary of the Army 


DEPARTMENT OF THE ARMY, 
Washington, D. C., July 14, 1952 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives 

DreaR Mr. BucKLeY: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense on H. R. 5099, 82d Congress, 
a bill to provide for the national defense and our conservation and public develop 
ment and beneficial public use of the undeveloped water power of Niagara Falls 
and the Niagara River in the State of New York, in accordance with the provi 
sions of the Niagara Redevelopment Treaty between the United States and 
Canada, ratified by the Senate of the United States on August 9, 1950, and for 
other purposes. - 

The Department of the Army, on behalf of the Department of Defense, has 
considered the above-mentioned bill. 

The bill declares the policy of Congress to provide for the preservation of the 
scenic beauty and for the public development and beneficial public use of the un 
veloped waterpower of Niagara Falls and the Niagara River in the State of New 
York in accordance with the provisions of the treaty between the United States 
and Canada ratified by the Senate on August 9, 1950 

Section 2 of the bill authorizes the Power Authority of the State of New York 
to finance, construct in cooperation with the Secretary of the Army and the Chief 
of Engineers, maintain, manage, own, and operate the required power facilities 
and works appurtenant thereto in accordance with aforesaid treaty provisions 
and substantially with the project plans outlined in the report of the Bureau of 
Power of the Federal Power Commission dated September 29, 1949. 

The project outlined in the report of the Federal Power Commission, in addi 
tion to the works for power development, includes remedial works to preserve 
the scenic beauty of the falls, final selection of the design to be made after further 
field investigations and model tests. Article II of the treaty provides that the 
International Joint Commission will be asked to make recommendations as to the 
nature and design of such remedial works and the allocation of the task of con 
struction as between the United States and Canada. 

Reference is made to favorable report of this Department en H. R. 1642, 82d 
Congress, a bill for a similar purpose, but which provides that construction work 
shall be undertaken by the Secretary of the Army and the Chief of Engineers 
Funds have been provided for studies of the necessary remedial works and of the 
power features associated therewith. These studies are now in progress in the 
Buffalo district of the Corps of Engineers. There must be close coordination 
between the remedial works and the power development structures. Consistent 
with the report on H. R. 1642, it appears desirable that the construction be carried 
out by the Corps of Engineers as most conducive to efficient coordination of 
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these vital matters. However, whether or not the project should be constructed 
by a Federal or State agency is a matter for the Congress to decide. This Depart 
ment favors the construction of the project 

If the bi s to be enacted, it is suggested that sections 2 and 3 of the bill be 
amended so as to provide for modifications of the plan outlined in the 1949 
Report of the Federal Power Commission as found desirable by the current 
studies, that the development shall be in accordance with plans prepared by the 
Chief of Engineers, and that the designs prepared by the State be approved by 
the Chief of Engineers before construction is commenced It is also suggested 
that consideration be given to including more specific provisions for preferences 
to public bodies and cooperatives similar to section 5 of the 1944 Flood Control 
Act and to take care of the power needs of the Department of Defense. 

The report of Federal Power Commission, cited in the bill, gives the estimated 
ost of all of the proposed redevelopment works at from $308,700,000 to $350, 
300,000, depending upon the type of construction finally adopted. The cost of 
development which will result from the present studies is not yet available 

A similar report on S. 1968, a companion bill, has been coordinated among the 
departments and boards of the Department of Defense in accordance with pro 
cedures prescribed by the Secretary of Defense, 

The Bureau of the Budget advised that there would be no objection to the sub 
mission of a similar report on 8S, 1963, the companion bill 

sincerely yours, 


FRANK Pace, Jr., Secretary of the Army 


DEPARTMENT OF THE ARMY, 
Washington, D. C.. August 14, 1952 
Hon. CHARLES A, BUCKLEY, 
Chain Committee on Public Works, 
House of Re presentatives. 


Dear Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 3146, 
S2d Congress, a bill to preserve the scenic beauty of the Niagara Falls and River, 
to authorize the construction of certain works of improvement on that river for 


power purposes, and to further the interests of national security by authorizing 
the mnpt development of such works of improvement for power purposes. The 


Secretary of Defense has delegated to the Department of the Army the responsi 
the views of the Department of Defense thereon 


bilit expressing 


The Department of the Army on behalf of the Department of Defense has 


considered the above-mentioned bill 

rhe bill declares that Congress finds that the United States is obligated to 
preserve and enhance the scenic beauty of the Niagara Falls and River and that 
it is necessary in the furtherance of the national security that the share of the 
waters of the Niagara [River available for power purposes under the treaty 
hetween the United States and Canada dated February 27, 1950, be utilized 
promptly The bill declares the policy of the Congress to be to assure the devel 
opment of low-cost electric power under the private-enterprise system it au 


thorizes the Federal Power Commission to issue to citizens and association of 
citizens, or to a corporation, a license for the purpose of prosecuting works of im- 
provement for redevelopment of the Niagara River in substantial accordance with 
the project plans outlined in the report of the Bureau of Power of the Federal 
Power Commission dated September 28, 1949, subject to such modifications as 
the Commission may deem advisable. The bill provides further that the United 
States or the State of New York may after March 2, 1971, take over and operate 
the project upon payment to the licensee of its net investment. The bill provides 
also that the licensee shall pay to the United States the United States share of 
the cost of construction of the remedial works to be undertaken in accordance 
with article II of the treaty above-referred to whenever such remedial works 
are constructed by the United States 

The project outlined in the report of the Federal Power Commission, in addi- 
tion to the works for power development, includes remedial works to preserve 
the scenic beauty of the falls, final selection of the design to be made after 
further field investigations and model tests. Article IT of the treaty provides 
that the International Joint Commission will be asked to make recommendations 
as to the nature and design of such remedial works and the allocation of the 
task of construction as between the United States and Canada. 
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It is believed appropriate at this point to make reference to the reports of 
the Department on H. R, 1642 and Hl. R. 5099, bills wh also relate to power 
development at Niagara Falls 

The Department’s letter to you dated August 24, 1951, favorably recommends 
H. R. 1642, which bill provides that the construction of power redevelopment 
works shall be undertaken by the Chief of Engineers under direction of the 
Secretary of the Army and provides further for the authorization of the remedial 
works under the supervision of the International Joint Commission. Under tl 
provisions of H. R. 1642, the President uld be autt ed to transfer the powe1 
facilities to the State of New York, provided an agreement has heen entered into 
and ratified by the United States and the State I he absence of such an 
agreement, project operation and power disposition w 1 be handled by the 
Federal Government 

H. R. 5099 would authorize the Power Authority « he State of New York ft 
construct, in cooperation with the Secretar f e AI nd the Chief of En 
gineers, and operate the power facilities di rtenant works under a Federal 
Power Commission licens The Depa nt’s report on H. R. 5099, dated July 
14, 1952, points out that funds have been provided for studie f the necessary 
remedial works and of the p er features and tl these studies are now i 
progress in the Buffalo district of the Corps of Engineers It is stated a that 
there must be close coordination between the reme il works and the power ce 
velopment structures and that it appears des ble the construction be Cat 
ried out by the Corps of Engineers as t conducive effi t coordination « 
these vital matters 

As indicated in the above-mentioned reports, fl Department does favor con 
struction of the project Whether the project ould be constructed by a Fed 
eral or a State agency or as a private enterprise undertaking is a matter of 
policy for the President at t Cong : In message of Ma 
1950 transmitting the Niagara Water Treat e on e Presi 
dent expressed the vic that the additional p should be publicly 
constructed \side from the question of whos l ane nerate the f Lil 
ties, special ure hould exereised in the u slation to ] v é 
for the most eflicic i ! n of the powe ( tel th the re 
qu re n ] y } }) ry ‘ ‘ ‘ ‘ ‘ I ' 
navigation in the N ra R ove ‘ - 

De n studies thus far accomplished b he Corps of Engi rs for t powe 
redevelopment phase i e that ( ineeril that 
outlined in the Fede Pow ssi epol i it also 
ndicated that i i el make « g ! he ere he 

enic and navigati featvres It ner ve dinatic he 
design of all of these ¢ Works, aS We t r op 1 mm. be ob 
tained to serve the best ts of all three water i s considered il 
Ii. R. 1642 provides for oordinati In th the committee decides 
to consider favornubly ¢ Lk r ¢ H. R. 3146 { Su é ed tl re 
legislation should be revised to provide for de pment in accordance wit 
the engineering planning currently under way by ¢ ( of Engineers to s¢ 
cure the most beneficial layout and that the designs ither the State or privat 
party receive the prior approval of Chief Eengineers 

The report of the Federal Px er Commis n, ref ed to in the bil cive 
the estimated cost of all of the roposed redevelopn works at fr 1 $308 70 
COO to $3850.300,000, depending upo the tvpe o I ucti fit ad ed 
The cost of devel pment which wi res t from the present studies n ve 
available. 

\ milar report on S 2021, a com n bi has bee coordinated I 
the department and boards within the Departme! f Defense 
with progedures prescribed by the Secretary of Defensé 

The Bureau of the Budget advises with respe toa n r re} t on S. 2021 
the companion bill, that, while there is n hjection es Si f the 
report, the provisions of S. 2021 are not in acco with the recommer 
the President that the additional power facilit d be publicly constructed 
in order that the benefits of the hydroelectric power produced there nt 
passed on to the people at the lowest possible cost to them The ena el [ 
H. R. 3146, therefore, would not be in accord w e prog Pre 

Sincerely yours, 
I R. B 
ictinag Secreta of the irmy 


Senator Busn. Senator Lehman. 
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STATEMENT OF HON. HERBERT H. LEHMAN, SENATOR FROM THE 
STATE OF NEW YORK 


Senator Lenman. I want to thank you gentlemen for the oppor 
tunity of appearing before this committee, as I have on a number of 
‘ther occasions, I particularly want to express my appreciation that 
you are permitting me to go on out of turn. But as I explained to 
Senator Bush, I have certain commitments on the floor of the Senate 
which I was very anxious to keep. 

The chairman announced that I was appearing in opposition to the 
bill. Asa matter of fact, 1 do want to make it clear that I am speak 
ng in support of my own bill, S. 1851, which is now before the com 
mittee, as I understand it. 

Before I give my testimony in respect of S. 1851, I would like to 
make a brief statement concerning a proposal or an amendment which 
[ am introducing in the Senate today which makes it possible to 
finance the Niagara project by means of a bond issue. The statement 
—. 

Mr. Chairman and members of the committee, over the past year I 
h: we ziven considerable thought to new methods and new approaches 
to the old oor of the Niagara. Perhaps some of you will recall 
that in February of 1952 hearings were held by the Senate Committee 
on Foreign Relations on the St. Lawrence seaway and power project. 
The St. Lawrence, as you know, is just as important to New Yorkers 
as is the Niagara and includes a huge power potential. 

On February 27, 1952, Senator Aiken, for himself and Senators 
Tafts, Ferguson, Wiley, Hickenlooper, Thye, Lehman, Douglas, Ke- 
fauver, and Moody, offered as an amendment to the St. Lawrence bill 
a proposal which eliminated Federal appropriations for the cost of 
the project and provided for public financing. This suggestion was 
so well received that Senator W iley again this year has utilized the 
\iken proposal in his St. Lawrence bill, S. 589. 

Inasmuch as it has been argued that the Niagara project is too ex- 
pensive and that the Federal Government should curtail its spending, 
[ felt that to apply the Aiken formula to my Niagara bill would be 
appropriate. TI have done so by preparing an amendment which adds 
a new title to S. 1851. This amendment is substantially the Aiken 
proposal. It differs only in that the functions of the Niagara Devel- 
opment Corporation deal, of course, with the Niagara, while the 
original: Aiken proposal referred to the St. Lawrence. In other words, 
I am applying a private financing formula to my Niagara bill. 

Briefly, Mr. Chairman, this amendment provides for the creation 
of the Niagara Development Corporation, an instrumentality of the 
United States. A board of directors, consisting of three members, is 
appointed by the President. The terms of office of membeys of the 
Board are 6 years, except that the original appointments are stag- 
vered so that the term of 1 member expires every second year. Each 
members of the Board shall be pe at the rate of $17,500 per year 
and shall devote full time to the business of the Corporation. 

The functions of the Corporation are te adopt final plans and 
specifications for the development of the Niagara River and to proceed 
with the construction of this work. With the approval of the Presi- 
dent, the Corporation will utilize on a reimbursable basis the facilities 
and personnel of the Department of the Army and the work will be 
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completed under the supervision of the Chief of Engineers. All other 
corporate powers are those powers which are norm: lly assigned eve ry 
(rovernment corporation and need no detailed explan: ition. 

The Corporation is authorized to have a capital stock of $5 million, 
which shall be subscribed by the United States. This amount, the 
lirectors of the Corporation are authorized to retire over a period of 
not more than 50 years. In order to finance the Niagara project, the 
Corporation is authorized to issue and have outstanding at any one 
time not exceeding $385 million in notes or bonds. These obligations 
are to be tax-free Government bonds guaranteed as to principal and 
interest by the United States. They will not be purchased by the 
United States or any of its agencies. They will be sold in the public 
market. 

The Corporation, its property, and its income are exempted from 
taxation by the Federal Government or by any State, county, or 
municipality. This language, as you know, is included in most, if 
not all, legislation establishing Government corporations. To offset 
this provision, however, I have, as you know, provided for payments 
in lieu of taxation in another section of the bill. 

The Corporation is required to transmit annual reports to the Con- 
gress. In section 212 of this amendment I have attempted to establish 
the purpose and intent of Congress with respect to three prince iples : 

(a) That the redevelopment for the public use and benefit of the 
United States share of the waters of the Niagara River is in accordance 
with the United States-Canadian Treaty of February 27, 1950; 

(b) That the Niagara project is in all respects a self-liquidating 
project; and 

(c) That project power shall be disposed of in accordance with the 
safeguards contained in another section of the bill, even if the transfer 
of the power facilities to the State of New York shall not have been 
consummated. 

Here let me say, Mr. Chairman, that I think this is a completely 
feasible plan, designed to eliminate one of the arguments against the 
Niagara bill, namely, that it was too expensive for the ts ixpayers. I 
do not concede for a moment that this argument is valid, but to remove 
it I am offering this amendment which will permit private financing. 
There has been a wealth of testimony in past years to the effect that 
the Niagara project 1s pe rhaps the most economically feasible power 
project in the United States. There is almost no element of risk 
involved, since once the project is built the benefits could. if necessary, 
be amortized over a period as short as 12 vears. 

The question may be raised as to whether these Niagara bonds would 
sell. Mr. Burton of the New York Power Authority, in testimony 
made previous to this year, has stated that a ready market for such 
bonds is assured. In view of the basic value of Niagara, there is no 
doubt that the bonds would sell or that the project itself would prove 
economically sound. I am sure that no charge would ever be levied 
against the Federal Government by reason of its guaranty of these 
bonds. 

There is nothing new in this type of amendment. Many Govern- 
ment corporations have been set up and empowered to issue bonds 
guaranteed by the Government. 

Mr. Chairman, I should like to have this amendment, which I am 
introducing today in the Senate, printed in the record of this com- 
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mittee’s hearings at the conclusion of my remarks. I would hope the 
committee would consider this amendment as part of my bill. 

Senator Busu. Without objection, that will be granted. 

Are these bonds you are proposing this corporation would offer, 
would they be tax-free bonds ? 

Senator Lenman. Yes. Of course, I proposed that under safe- 
guards which I have enumerated and which are set forth in my bill, 
that this project would be turned over to the State of New York for 
operation, : after reimbursement of the cost by the State of New York. 

The State of New York would finance the cost of the reimbursement 
to the Federal Government through either the sale of its own authority 
bonds or through exchange of these bonds into State authority bonds, 
and I have no doubt that that is a perfectly feasible plan. 

senator Bi SH. Are these bonds to be ouaranteect ? 

Senator Lenman. They would be guaranteed. 

Senator Busnu. By the United States Government ? 

Senator LEHMAN. Yes. 

I want to emph: asize in my opinion the guaranty is a nominal one 
because this is such a profits able oper ation that the re can be ho » ire 
tion as to the ability to retire these bonds in a period much less than 
the usual period of 50 years. I believe that they could be retired in 
fraction of that time, if necessary or desirable, although that, of 
course, would increase the cost of power to the consumers. 


| will now read my statement. 
Mr. Chairman and gentlemen of the committee, [ am grateful for 


this opportunity to appear before this joint committee to plead for 
favorable action on 8, 1851 and for a principle which has long been 
the establ hed pol icy ot our Federal Government—the conservation, 
protection, and utilization in the public interest of our hydroelectric 
resources On Waterways within the Federal jurisdiction. 

President Theodore Roosevelt. whom we now recognize as one of 
the major national figures to appreciate that our natural resources 
were being depleted, took affirmative action to set up a program of 
“conservation.” In a message vetoing a private power bill, President 
Theodore Roosevelt once said: 

I esteem it my duty to use every endeavor to prevent the growing (electric 
power) monopoly, the most threatening which has ever appeared, from being 
fastened upon the people of this Nation. 

True, my testimony today is primarily directed toward the Lehman 
and Roosevelt bills, but I cannot refrain from pointing out that we 
in the Congress are inviting inevitable shortages and scarcity with 
attendant high price ; if we reckl ‘sly and without foresight clispose 
of our hydroelectric resources to private interests, as proposed in the 
Miller and C ay ehart bills. 

Senator Busu. May I ask a question ? 

Senator Lenman. Yes. 

Senator Busn. Would you prefer to finish your statement without 
interruption / 

Senator Lenman. I would prefer to read my statement and then 
answer questions, 

Senator Busn. Very well. 

Senator Leuman. If that is agreeable to the committee, I would 
prefer to do so. 
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Senator Busu. Without objection, we will let the Senator proceed 
and then question him afterward. 

Senator Lenman. Thank you very much. 

By such disposition the people of America would be deprived of a 
source of valuable wealth in order to enrich a few corporations. 

Mr. Chairman, I feel deeply on this subject. This committee can, 
if it will, strike a macula blow for the public interest. It can 
reverse what seems to be a trend to give away our natural wealth. 
It can do this by reporting favorably H. R. 5066 and S. 1851, the 
Roosevelt-Lehman bills, which will retain for consumers of electric 
power the benefits derived from the development of the Niagara. 

Let me give a brief history of this Niagara legislation. On August 
, 1950, when the Senate ratified the treaty with Canada which makes 
the Niagara power project possible, the Senate also unanimously 
approved a reservation to that treaty. 

The reservation reads: 


g 


The United States on its part expressly reserves the right to provide by. act 
of Congress for redevelopment, for the public use and benefit, of the United States 
share of the waters of the Niagara River made available by the provisions of 
the treaty, and no project for redevelopment of the United States share of 
such waters shall be undertaken until it be specifically authorized by act of 
Congress. 

That reservation is the reason why Congress must act before any 
of the power potential made avail: ible under the terms of the tre: ity 
can be developed. If the Senate had not attached that reservation 
it would have been perfectly proper, once the treaty had been effec- 
tuated—as it was in October 1950—for any private company or indi- 
vidual to submit an application to the Federal Power Commission 
for a license to construct and develop the power from all or any 
part of the waters made available to the United States under the terms 
of the treaty. 

3ut the Senate unanimously declared that this should not be the 
case, The Senate declared that this power should be developed, and 
I quote, “for the public use and benefit.” The Senate declared that 
Congress should legislate on how these waters, from this interna- 
tional waterway, shoul: | be redeveloped for power purposes, “for the 
public use and benefit. 

I submit that this reservation, unanimously adopted, affirms the 
national power policy—that the waters of the Niagara should be pub- 
licly developed, for the public benefit—for the benefit of the consum- 

ers, of the national defense, of rural consumers, of cooperatives, of pub- 
he bodies, and of all the people of this country. 

The United States Government is under a treaty obligation to see to 
it that the beauty of the falls is preserved and enhanced, despite the 
diversion of additional waters for power purpos es, 

Yet, unless careful precautions are taken, the diversion of additional 
waters for power purposes can leave the falls bare, choke up the river 
with ice, and threaten the entire marvelous structure of nature in that 
area. ~ It can also lower the waters in the navigable portions of the 
Niagara River and even in Lake Erie, so as to endanger the huge vol- 
ume of lake and river shipping which plies that waterway. 

I would like to say a word about the defense interests. It is, of 
course, in the primary interests of the national defense to have this 
project undertaken and completed at the earliest possible date. The 








122 NIAGARA POWER DEVELOPMENT 


power needs of this industrialized area are growing by leaps and 
bounds. Despite all the expansion now under way and contemplated 
by the private utilities, this area faces a critical power shortage just as 
it did during the last war. This area produces vast amounts of the 
most vital sinews of war, everything from airplanes to raw aluminum. 

In view of this fact, this project is of sufficient importance to defense 
production to merit special defense precautions in its construction. I 
refer to the angles at which vulnerable gates, spillways, and dams are 
placed. I refer to the location of the canals. I refer to the thickness 
of walls, emplacements, and other structures. I am not an expert on 
these matters. The Corps of Engineers is the authority. It must have 
authority. 

All these circumstances point in one direction and toward one con- 
clusion—that the public interest, the defense interest, and the treaty 
obligations of the United States are so bound up in this project that 
Government, and Government alone, can properly have the responsi- 
bility of planning, building and maintaining this project. No other 
solution is possib le. No other solution is conceivabie. 

[ originally introduced Niagara legislation in 1950, immediately 
after the President had submitted to the Senate the treaty negotiated 
with Canada providing for the preservation of Niagara Falls and 
the diversion of great amounts of additional water for power pur 
poses. That was in May of 1950. 

I drafted that bill in consultation with the then trustees of the New 
York Power Authority and with experts of the Federal agencies inter- 
ested in power. Although the Federal agencies were not then com- 
mitted to the details of my bill, and reserved their official judgment at 
that time, they did indicate in their formal reports to the House com- 
mittee that— 
the objective of the bill * * * is wholly in accord with the program of the Presi 
dent 


I am quoting from the report of the Director of the Bureau of the 
Budget, filed with the House Public Works C ‘ommittee under date of 
June 2, 1950. 

No hearings were held in the Senate, but brief hearings were held 
before the House Public Works Committee on a companion bill 1 
troduced by Representative Franklin D. Roosevelt, Jr. In 1951 I 
introduced S. 517 and Representative Roosevelt again introduced 
companion bill, H. R. 1642. 

_ He: arings were held by the Senate Public Works Committee on 

. 517 and by the House Public Works Committee on H. R. 1642, 
the companion bill in the House. 

Prior to this year there was, in my opinion, no feeling anywhere 
that the Federal Government would ever turn over this great natural 
resource to private interests. Of course, private power bills were 
introduced in 1951, but their purpose, at that time, I am convinced, 
was to offset the Roosevelt-Lehman proposals. In recent months, 
however, the private power interests have concluded that now was 
the opportunity to press home their proposal. Thousands upon thou- 
sands of dollars have been spent to advertise in national magazines. 
WwW idlespre: ad public ity has been leveled at any who oppose. the priv ate 
exploitation of this great public resource. Five great private power 
companies have combined to ask for this resource, Tt would have 
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seemed too shocking to give the great Niagara Falls to one company. 
But the whole private power monopoly in this country is behind this 
move. The whole national combine is involved in this campaign. 

Most of the immediate benefits to be derived from private exploi- 
tation of Niagara will, of course, accrue to the Niagara Mohawk 
Power Co., which is the only private development now operating in 
the area. But the private power industry as a whole will have scored 
a great victory. They will have opened the door to the Nation’s 
treasure house of hydroe lectric pote ntial. 

I am sure that most of you gentlemen are aware of the basic differ- 
ence between S. 689, H. R. 2289, and H. R. 4351 on the one hand, 
and H. R. 5066 and $. 1851 on the other. The three former bills 
would direct the Federal Power Commission to issue a license to a 
private corporation for improvement and development of the Niagara 
River in accordance with plans approved back in 1949. The Lehman- 
Roosevelt bills would authorize the Army engineers to construct works 
for improvement and development of the Niagara River in accord- 
ance with the same engineering plans referred to in the three former 
bills. 

This, then, is the real difference between the two opposite philoso- 
phies—who will build and own the Niagara power works? Under 
H. R,. 2289 and H. R. 3451, private interests would own and operate. 
Under H. R. 5066 and S. 1851 the Army engineers would supervise 
construction and title would reside in the Federal Government until 
it passed by agreement to the State of New York. 

The next point of interest concerns the disposition of power— 
Niagara power will be cheap power and there will be a lot of it. It 
is estimated to cost about 2 mills per kilowatt-hour at the dam site 
compared with a cost of about 8 mills for equivalent steam-generated 
power under priv ate financing. According to the Bureau of Power, 
Federal Power Conimission, the installed dependable capacity on the 
American side of ™ Niagara is now about 445,000 kilowatts. This 
can be increased to 1,577,000 kilowatts, an increase of 1,132,000 kilo- 
watts of capacity. In other words, Niagara will produce annually 
about 11.6 billion kilowatt-hours of electric energy at about one-quar- 
ter of the cost of steam-generated energy. 

Does anyone doubt that here is cheap power, and a lot of it? 

Here are 1 million kilowatts of de pe sndable e¢ apac ity waiting beg- 
ging to be de ir The Canadians are going ahead with the devel- 
opment of the Niagara waters allotted to that country. The Cana- 
dian Government will build and operate its new project, along with 
the other waterpower developments in the Niagara and St. Lawrence. 

When the present Canadian construction is completed, Canada will 
have capacity te utilize not only her share of the waters, but also that 
portion of ours which is not being used. Canada had planned to 
retire some of her older and less efficient powerplant capacity at the 
Niagara. But if we do not build, Canada is authorized, under the 
terms of the treaty, to use our share of the waters, too, until we are 
ready to use it. 

Practically all the power on the Canadian side has been developed 
publicly. The Ontario Hydro Commission which owns and operates 
almost all the power facilities on the Canadian side, is an instrumen- 
tality of the Province of Ontario, which is authorized by the govern 
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ment of the Dominion of Canada to develop this waterpower for the 
benefit of all the people of Canada. The result in Canada is low-cost 
electric waterpower at rates which make the rates for electricity in 
New York State seem astronomical by comparison. 

As I said a moment ago, Canada is already at work on her new 
plants and power installations. When construction on the Canadian 
side 1s completed, Canada will have capacity to utilize 90,000 cubie 
feet per second, including the older, less efficient plants scheduled for 
retirement. If the United States does not proceed promptly to build 
the necessary works to utilize our half of the water, Canada is per- 
mitted, under article VIII of the treaty, to use such portion of our 
share as we are not using. Canada will be able to do just that, and 
we will be losing power whose value is roughly estimated at almost 
S100 million per year. 

But to get back to the point I was going to make—what will happen 

Niagara power developed on the United States side? Under pri- 
vate development it will be sold through existing channels and there 
will be little, if any, impetus to reduce costs. The consumer will con- 
tinue to pay and pay. Neither will there be any real necessity or in- 
centive to expand the market, particularly to rural consumers, for 
this means added expense for the construction of transmission lines to 
these prospective new consumers. 

However, under the Roosevelt-Lehman bills, preference is estab- 
lished for States, counties, and municipalities, including agencies 
or instrumentalities of any of them, and to cooperatives or other 
organizations not organi ized or administered for profit but primarily 
for the purpose of supplying electric energy to their members as nearly 

possible at cost and to national de fense and other agencies of the 
Crovernment. 

In addition to bringing this cheap power to more people, the 
Roosevelt-Lehman bills provide that 
such transmission lines and related facilities shall be constructed or acquired 
by purchase or other agreement as may be necessary in order to make project 
power available in wholesale quantities for sale on fair and reasonable terms and 
conditions to facilities owned by the Federal Government, rural consumers, 
publie bodies, cooperatives, and privately owned companies. 

Now, as to the cost of this power to consumers, the Roosevelt- 
Lehman bills state that— 

Project power shall be sold and distributed primarily for the benefit of the 
people as consumers, to whom it shall be made available at the lowest possible 
rates and in such manner as to encourage the widest possible use, 

Can there be any doubt that under the Roosevelt-Lehman bills the 
direct benefits of Niagara power will flow to the ultimate consumer, 
whereas the other proposals would give the chief benefits to the 
middleman—the utility companies ¢ 

Let me refer for a moment to one of the arguments previously raised 
by the chairman of the New York Power Authority, namely, that the 
Federal Government was attempting to grab Niagara power and had 
no intention of turning it over to New York State. As vou know, 
the present bill provides that within 18 months after the Niagara 


project Is approved by Congress the President is required to report 


back to Convress on the progress of the negot lations with the State of 


New York. That would be much more than a year before the first 
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power was available from the project. If insurmountable obstacles in 
reaching an agreement were encountered, the Congress could act, 
either on its own motion, or on petition from the legislature or the 
state officials of New York. 

Ignoring this provision of the bill, representatives of the New 
York Power Authority have, in the recent past, opposed the Lehman- 
Roosevelt bills on the erounds that 0 ol enrein with the Federal Gov- 
ernment might not be reached. The chairman of the New York Power 
Authority has suggested that the Interior Department would make it 
impossible to reach an agreement, with malice afo neato so as to 

isure that the Interior Department and not the New York Power 
Authority would operate this project. 

The Interior - ‘partment, in past years, has denied any such devious 
purpose. But today we have a new Interior Departmen and new 
Secretary of the Interior, very frie nadly to the idea of decentralizati 
There can no longer be any argument eae my bill, based on 
“Interiorphobia,” a fear of the Interior Department. 

There is no doubt that the Niagara project is a good one, an eco- 
nomically sound one, and an urgently necessary one. In fact, the 
Niag rara project is so good that we are faced with the present conten- 
tion as to who should build, operate, and control this project.. Private 
interests are eager to take this project out of the public domain. They 
are willing and eager to pay all the costs, including the cost of the 
necessary remedial works. ‘They know it is a good thing. They know 
it is self-liquidating, and could be a source of very handsome profits. 

‘Testimony Was presented before the Senate committee last session 
that this project, the Niagara project, could pay for itself—could 
retire the initial cost of construction—in as little as 12 years. ‘That 
is how good and sound this project actually is. 

The Niagara project is undoubtedly a bonanza. But it is the peo- 
ple’s bonanza. It is a bonanza which belongs to all the people of this 
country, having been made available by international treaty between 
the Federal Government and the Government of Canada. 

It is inconceivable that the Federal Gove rnment should acquire by 
treaty the right to use these additional 32,500 cubic-feet-per-second of 
water for power purposes, and then hand Fahie water over to a private 
power company to develop for private profit. 

Up to this point, Mr. Chairman, I have discussed in the main my 
general thoughts on this pending legislation and that portion of the 
Niagara project which has not changed substantially from last year. 
Now. for the information of the committee I should like to insert in 
the record at this point a list of changes made in this year’s bill. 


CHANGES MADE IN PROPOSED BILL AS COMPARED TO PREVIOUS LEHMAN-ROOSEVELT 
SILL, S2p CONGRESS 


1. Language to affirm the national defense interest in the proposed project. 

2. Terms specifically to authorize the inclusion in the Federal-State agreement 
of provision for the preservation and enhancement of the scenic beauty of the 
falls, including the accessibility of the river shore lines. 


8. Provision for preferences in the disposition of power, at cost, for all defense 
agencies, and, on fair and reasonable terms to other Federal agencies and to 
defense industries requiring the power to fulfill defense contracts. 

4. Provision to insure that negotiations for the Federal-State agreement shall 
commence immediately upon the enactment of the act, rather than after the 
appropriation of the first funds, and dating the report which the President is 
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called upon to make to the Congress on the status of the negotiations from the 


time of the enactment of this act rather than from the time of the start of 
construction 


5. Provision to insure that even if negotiation and approval of the Federal- 
State agreement is not completed by the time the first power is available from 
the project, the project can be turned over to New York State by subsequent 
agreement and approval by Congress and the Legislature of New York, or the 
Congress may make other disposition. 

6. Provision authorizing the making of payments to State and local authorities 
in lieu of taxes, on the model of TVA. 

One of the amendments which I have included in this year’s bill 
is that language appearing in section 9A and B, pages 8 and 9 of 
the bill. Obviously the States and communities in which a Federal 
State power project is located do, by removal from the tax rolls of 
certain property, lose revenue. For that reason I have included the 
amendment referred to above to compensate for any anticipated loss 


of revenue. In short, this amendment provides that the agency which 
owns and operates the Niagara project shall pay to the State and local 
communities certain payments in leu of taxes. The specific formula 


used is based upon the TVA model and seems generally fair and 
equitable. It will, I hope, remove some objections previously made 
to this legislation. 

Mr. Chairman, in this legislation is involved one of the great issues 
of 1953, and of this administration. I need not i 


go into details 
regard to this issue. 


It is the issue of the public interest versus spe- 
cial, private, and selfish interests. It is an issue which this commit- 
tee, this Senate, and this Congress should carefully ponder. 

I must assure this committee that this bill is not a simple bill deal 
ing with a local matter affecting only New York State. Although it 

affects my State, it also affects the Nation. The citizens of my State 
are interested in it not only as New Yorkers, but as Americans. 
Should this subcommittee and thereafter the full committee see fit 
to report the bills for private development, there can be no doubt 
that this matter is going to be discussed from one end of the country 
to the other. It will be discussed at length in the Senate. I promise 
you that your consideration of this matter is the consideration of a 
grave national issue. You have a heavy responsibility and I know you 
will give this matter the study that it deserves. 

I thank you. 

Senator Busn. Thank you, Senator. 

Are there any questions of Senator Lehman ? 

Mr. Donvero. I have a question or two I would like to ask the 
Senator. 

Senator, at the very outset of your statement you proposed that this 
matter be financed by Government bonds. Have we done that in any 
other project involving hydroelectric power ? 

Senator LenMan. Well, we have done it. Of course, the Govern- 
ment has, through appropriations, paid for the development of many 
hydroelectric projects, as the chairman knows. I made this proposal 
and I would have no objection to this being financed temporarily by 
the Federal Government, with the Federal Government being reim- 
bursed by the State of New York out of appropriations, but 1 know 
that today there is a disposition not to appropriate more money than 
is absolutely necessary; and, in order to disarm the criticism which 
has come from some sources that this will mean an added burden on the 
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taxpayers of the Federal Government because of the necessary ap- 
propriations, I have suggested this means of financing, which would 
entail no need of appropriations save for the $5 million which would 
be put up as the capital. 

Mr. Donpero. And those bonds would be tax-free? 

Senator Leyman. They would be tax-free, as many other Govern- 
ment bonds. 

Mr. Donprero. And if the project is built either by the State of 
New York or the Federal Government, that project also will be tax 
free ¢ 

Senator LenMman. I have every hope it will be under proper safe 
guards turned over to the State government of the State of New York. 

Mr. Donprro. Who is go ng to pay tuxes ¢ 

Senator Leuman. The State of New York would undoubtedly issue 
its power authority bonds, which are tax-free, just as the State of 
New York bonds are tax-free, and the many bridges and tunnels and 
highways and turnpikes that we have been building here for the pasé 
15 to 20 years are also tax-free. 

Mr. Donpero. You are of the opinion that the people would be 
subjected to recklessly high prices for electric energy. Governor, 
your State produces more electric energy than any other State in the 
Union. Do you mean to say to this committee that your people are 
paying recklessly hig » prices and, if so, that the State Commission of 
New York confirm. *; and permits them to do it 4 

Senator Lenman. I will say that the charges for power in New 
York are infinitel higher than the charges for power from Canada 
which is developed from hydroelectric facilities, and is very much 
higher than the power charges in many States of the Union where the 
power has been developed from waterpower or hydroelectric facilities. 
There is no question at all about that. Of course, the power in New 
York State has been largely developed, save a moderate amount on the 
Niagara River—it has been largely steam-developed, 
erated power. 

Mr. Donvero. Governor, is it not a fact that about the only differ 
ence between Government-produced energy, or State or Federal-pro- 
duced energy, and the private production of energy, is just about the 
amount of the taxes, with a little edge in favor of the private utility ? 
Isn’t that about the difference in the price / 

Senator Leuman. No. I should not believe that is the difference in 
price. The difference in the price, of course—and it is a very sub 
stantial difference—is in the cost of financing. If the private com- 
pany undertakes the financing it will have to do its financing on a 
very much higher cost basis than the Government would have to do 
it, whether it be in the State of New York or the Federal Government. 
There is no question, in my opinion, about that. 

Mr. Donpvrro. In the final analysis it is a question of taxes, because 
if you take the tax burden off the private utilities they will produce 
electric energy just as cheaply as the State of New York or the Fed 
eral Government will produce it. 

Senator Lenman. No. They would still have to pay much more 
for the money, which they would have to raise for the development 
of this hydroelectric power. 
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Mr. Donprro. Yesterd: ay it was testified here before this committee 
that ne: arly 800,000 people of the State of New York—lI assume most 
of the investors in these five companies that propose to build this 
project live in the State of New York. They are interested in and 
have put their money into these companies, and will put more money 
in and naturally they expect some return on the investment they 
make, That is the American way of doing business, is it not? 

Senator Lenman. There is no question about that at all. I want to 
make it very clear, Mr. Chi irman, that I have no bias against private 
power companies or against any public utilities, I believe, however, 
that the field in the development of power is still so great that the 
public companies, such as the five that have sought a license to build 
and operate this project, will have ample opportunity to carry out 
an extremely profitable undertaking. The need for power in New 
York State and the adjacent States of Pennsylvania and Ohio in the 
case of Niagara, and New England in the case of the St. Lawrence— 
the need for power over the next several years, or the need for power 
today, is greater than can be supplied, and over the next several years 

has been estimated it will take much more, vastly more than can be 
generated through the development of this Niagara hydroelectric 
power. 

It will still give ample room to the privately owned utility com- 
panies for successful and profitable operation. 

I think they are necessary. I think they have done a very fine 
piece of work in many ways, and I do not want to harm them at all, 
but I do think that they have a very great function to perform. How- 
ever, I certainly do not think that they should be given the control of 
this God-furnished fac ility, which in my opinion belongs to all of 
the people of the country. 

Mr. Donvero. If you believe that, there is a provision in the bill 
introduced, that if the State of New York wants to buy it, they can 
do that by 1971. 

Senator Lenman. I did not hear that. 

Mr. Donpero. There is a provision in the bill before this committee 
that if the State of New York or the Federal Government wants to 
buy this whole project by 1971, after 2 years’ notice they can do so, 
and the private companies will have to sell it. 

Senator Lenman. Mr. Chairman, would it not seem that my pro- 
posal is more sound? That it would give the State of New York 
under proper safeguards—and I think those safeguards are very nec- 
essary—the right to take this over from the Federal Government on 
reimbursement of the cost as soon as an agreement can be reached, 
which would probably be within the next year or two. 

I do not know why we should set a date as far remote as 1971. 

Mr. Donpvero. Well, Governor, your State has permitted private 
utilities to produce electric energy at Niagara for the last 50 years 
for the people of this area. You never objected to it. It has been 
testified here that they are now serving about 90 percent, or furnishing 
about 90 percent of the electric energy in your State. 

Have you any complaint about it? 

Senator Lenman. Yes. 

Mr. Donvrro. What is your complaint? 
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Senator Lenman. In the first place, the chairman says that they 
have had this waterpower. They were given, way back—and I am 
not quite sure of my dates, but I think it was in 1901—they were given 
the right to develop a certain amount of waterpower by the Federal 
Government. 

Mr. Donvero. And they used the amount of water that was fur- 
nished to them. 

Senator LenmMan. That is right. I think it was 20,000 cubic feet 
per second. 

Then, when we became involved in the Second World War, under 
an agreement with Canada an additional amount was made available 
to both Canada and the United States. The power companies then 
were given a temporary license to use this additional 12,500 cubic feet 
per second, I believe. It was not turned over to them. 

The fact that we have not had sufficient power, and sufficient cheap 
power, has in my opinion very greatly retarded the development of the 
very area which we are trying to serve now, that is, the Buffalo- 
Niagara frontier area 

Mr. Donprro. You mean because it was privately produced ? 

Senator Lenman. It has not been produced. There has not been 
enough power there. That’s all. I suppose the Niagara & Hudson 
Co. could have gone ahead and built additional steam plants. I think 
they have to some extent. But this additional 32,500 cubic feet per 
second was not made available to the United States until the treaty 
between Canada and the United States - 1950. The result was that 
cheap power was not available in that area, and for a very considerable 
distance beyond that area additional aeons power, which would _ ive 
attracted additional industry to that area. The result was that addi- 
tionl industry, which turned out defense material during the war, was 
located in other parts of this country. 

Mr. Donprro. Governor, I ee you are a practical businessman and 
I admire your keen intellect, but I never heard that private power 
ever retarded the placing of industry any place in this country. I 
come from the city of Detroit, where power is furnished by private 
enterprise and in that area there are certainly industries located 
there. Asa practical business matter, this power will produce about 15 
percent of the power that is now being used in the State of New York. 

Does the State of New York or the Federal Government have any 
transmission lines or anything in that area now? They do not have, 
and you will have to build separate and paralleling transmission lines 
alongside of the private power company’s lines while the private com- 
pany can go right on and transmit that electricity in their lines. 

Senator Lenman. We would not propose under the bill to con- 
struct parallel transmission lines, or any tr: ansmission lines, save when 
necessary. I mean, if the State of New York—assuming now that it 
will operate it, or pending the time when the State of New York 
would take it over the Federal Government would operate it—if 
they could make satisfactory arrangements with the private com- 
panies now controlling the transmission lines, I certainly would favor 
that. But unles you have some power to require reasonable contracts 
and reasonable agreements you are not going to get them. You may 
not get them. 
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Mr. Donvero. I do not want to prolong this discussion to the detri- 
ment of other members who may want to ask you questions, but it 
seems to me if the Federal Government or the State of New York 
were there today producing power, that they would have to have trans- 
mission lines to get that power to the consumer. You do not have 
them, but the private companies do have them. 

Senator LenmMan. If the private companies have them—I doubt 
whether they would have sufficient transmission lines at this time and 
whether they have at this time sufficient transmission lines to carry 
this great increase in the power that would be provided. But if they 
have, and they are willing to make agreements with the State of New 
York or the Federal Government, whichever may control this power, 
then certainly there is no reason why such agreements would not be 
entered into. It is only when it is impossible to make satisfactory 
agreements, where there is a disposition to profit too greatly at the 
public exponen, that then I think authority must be vested in that 
agency of the Government that operates the de velopme nt of this power 
to erect its private transmission lines; or when there are not sufficient 
transmission lines in existence. 

Mr. Donpero. You would have to build them ? 

Senator Leuman. You would have to build them. But that would 
be true under any circumstances. 

Donvero. I do not want to belabor the question, but the com- 
panies are there, and they own property and the rights-of-way now. 
The Federal Government does not. Do you propose that you would 
have to buy them out? 

Senator Lenman. No, I do not think there would be any question of 
buying them out. I would assume that, given the authority if neces- 
sary to build transmission lines, satisfactory agreements could be 
entered into with the existing public-utility companies for the trans- 
mission of this power to the distributing centers. There would be 
certainly no intention or desire to duplicate. 

Mr. Donperro. In other words, then, the government of the State of 
New York and the Federal Government would be depending on private 
investments of private companies to transmit the power you would 
produce. That is about what your argument is? 

Senator Lenman. Mr. Chairman, I think that the private com- 
panies would certainly have a very great stake in obtaining the right 
to distribute this power when it gets to various communities. They 
would want it. It is only a question of how much they would charge 
for the transmission of this power. I want to keep that down to a 
reasonable limit. That can be only done, in my opinion, when there 
is a discretionary right to build power and transmission lines if the 
reasonable agreements cannot be arrived at. 

Mr. Donpero. That is all, Mr. Chairman. 

Senator Busu. Senator Lehman, do you know of any other projects 
of this nature where the Federal Government comes into the trans- 
mission of hydroelectric power solely for the development of power, 
and unrelated to navigation, or flood control, or conservation, or irri- 
gation, or other matters of public interest ? 

Senator Lenman. I do want to point out that this is a dual-purpose 
project. This involves not only the question of the development of 
power on the Niagara, but the preservation and the enhancement of 
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the scenic beauties of Niagara Falls, which I am sure you will agree 
with me is a great national asset. 

Senator Busn. Yes. That was not quite my question, though. My 
question was whether you know of any other instance in the history 
of power development of this country where the Federal Government 
has gone in, excluding factors such as those I mentioned, namely, flood 
control, conservation, navigation, irrigation or such? 

Senator Leuman. I do not know, but I will not concede—I agree 
with you there is usually more than a single purpose in the develop- 
ment, but I want to emphasize again that this involves more than a 
single purpose. 

Senator Busn. Because of the beauty of the falls, and so forth? 

Senator Leuman. Yes. 

Senator Busn. Do you feel that putting this in the hands of the 
private companies to develop this resource would be imperiling the 
factors that you mentioned, of guarding the scenic beauty, and so 
forth? 

Senator Lenman. I think we might imperil it; and mind you, the 
Niagara Falls are owned jointly by both the United States and Can- 
ada. The preservation of the falls is in Government hands in Can- 
ada. I would feel that it would be a very—we would be subjecting 
ourselves to a very great risk if we turned over this thing to a private 
company. After all, the United States Government is now under a 
treaty obligation to see to it that the beauty of the falls is preserved 
and enhanced. 

Senator Busu. Of course, in the bill which is designed to give this 
power project to the power companies, the bill reads as follows: “To 
preserve the scenic beauty of the Niagara Falls and River,” and so 
forth. That is the way it starts out in either bill. That, of course, 
is one of the objectives. So it hardly seems a matter of substance in 
this argument. 

My point is, is it not true that if your bill were passed and enacted 
into law it would be the first time that the Government had taken over 
a hydroelectric project solely for the purpose of producing power? 

Senator Lenman. I must repeat that I cannot concede that this is a 
single-purpose project. It is a dual-purpose project—a dual-purpose 
project definitely set forth in an agreement between this country and 
Canada, not only for the development of power, but for the preserva- 
tion and enhancement of the beauty of the falls. And that is very 
important. 

Senator Busu. One more question: You speak of the Niagara proj- 
ect as being undoubtedly a bonanza, and so forth. Is it not true that 
the Public Utilities Commission, if that is the correct name for the 
Commission, in the State of New York, would have control over the 
rates which would be charged by these companies for this power ? 

Senator Lenman. That is true. Yes. 

Senator Busu. And do you not feel that the history of the Public 
Utilities Commission in the State of New York indicates they are not 
going to permit any bonanza to be made out of the development of 
that project but, rather, that they are disposed to see that the public 
is charged only a fair rate and the operators are accorded only a fair 
rate of return on their investment in the project? 

Senator Lenman. Well, under the laws of my State the Public 
Utilities Commission is supposed, or is directed to fix rates which 
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would bring about a reasonable return on the investment. What that 
reasonable return actually would be I do not know. It has been, I 
think, 5 or 6 percent on the entire investment. That, of course, is a 
very considerable charge, whereas under public development you 
would not have that, of course. 

Senator Busu. One more question and I will yield to the other 
ventlemen. 

All the evidence before the committee—and we have memorials here 
from chambers of commerce, and corporations, and labor unions, and 
social organizations of all kinds in that area, all of which demand that 
the Congress enact this law in favor of the private ownership. Do you 
not feel that the overwhelming opinion of the people in the area very 
largely affected by this proposition—do you not feel that their views 
and very strong wishes should receive some consideration by the 
Congre 3s? 

Senator Lenman. I saw a résumé of the testimony given here yester 
day. and I think that Congressman Miller, who is the introducer of 
this bill, testified that the development of this water power was made 
an issue in his campaign in 1952, and he was elected by a large vote. 
I believe the Re pub yiean candidate in that district is usu: lly elected 
by a very large plurality. 

But let me ia out that this question of the public development 
of power in New York State is not a matter of 1952 or 1950. It goes 
way back to the very early twenties. Governor Smith made this an 
issue in his four campaigns for Governor. President Roosevelt, when 
he ran for Governor on two occasions, made it an issue in the State. 
I have made it an issue the four times I ran for Governor, and the 
twice that I ran for the Senate, and the people of the State of New 
York overwhelmingly—and it was an important issue and it was not 
just an incidental issue in any of those campaigns. It was a very 
important issue and the people of the State of New York certainly 
signified their approval of the development of water power by the 
public. 

Senator Busu. Do you think it was an important issue in the 
election of Senator Ives last year ? 

Senator Leuman. I do not recall whether he made that an issue 
or not. But certainly Senator Ives—I do not believe that he is in 
favor of turning this over to any private companies, He and I have 
differed as to the safeguards that should be put into this bill when 
and if it is probably developed and turned over to the State of New 
York. That has been the only difference. He has been just as much 
opposed, as I understand it, as I have been to the turning over of this 
great natural resource to private power companies. 

Senator Busu. Are there any questions? 

Mr. Mack. Senator Lehman, did I understand you to say that this 
project would pay for itself in 1214 years? 

Senator Leuman. It could be, if you amortized enough, but that 
would mean the rate charged to the consumers would have to be greater 
than I think it should be. I say it could be. 

Mr. Mack. I think that is an overly optimistic view. We are 
oper: ating in the Pacific Northwest the Bonneville Power Administra- 
tion. The Bonneville Power Administration markets three times as 
much power as this project will produce. The Bonneville Power Ad- 
ministration last year made a profit of $14 million. 
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Assuming that the Niagara project is one-third the size of Bonneville, 
it should make about $5 million annually. It would take you more 
than 25 years to pay for the inst: allation of the proposed facilities, 
without anything provided for a distribution system, 

Senator Leumay. I think you are wrong in saying this would be 
a third as large as Bonneville. I think the potential production— 
I don’t remember just what it is—but I understand that this would 
compare very close\y to it. 

Mr. Mack. I am not talking about Bonneville Dam, but I am talk- 
ing about the dams that are feeding power into the Bonneville Power 
Administration, for distribution by it. That includes Grand Coulee, 
of course. 

Senator Lenman. I believe these figures I have given you are not 
my figures, but are calculations and estimates made by the Corps of 
Engineers. 

Mr. Mack. In addition to the cost of the project you will be con- 
fronted with the cost of building a distribution system, which in my 
estimation, from my knowledge of the Bonneville Power Adminis- 
tration, would run you considerably in excess of $100 million to dis- 
tribute power in your area. We have already invested a quarter of 
a billion dollars in distribution facilities for the Bonneville Power 
Administration, and have requested for this year, or Secretary McKay 
has, $55 million additional for power lines and substations. 

Sen: itor LenMan. If existing transmission lines are not now suffi- 
cient to carry this new power, new transmission lines would have to 
be built, whether this project was developed by private capital or by 
public resources. 

Frankly, I do not know whether additional transmission lines might 
have to be built, I doubt it. But certainly if the Federal Government, 
or the State, developed this, there is no question in my mind that 
fair and reasonable agreements as to the cost of transmission could 
be entered into with the private companies. 

Mr. Mack. You will have to pay rental on these lines anyway, which 
would be in some ways the same as paying the cos t of building it. 

Senator Leuman. There is no question of that. Certainly. If this 
power were transmitted down to Rochester, or Syracuse, or ‘ae 
you would have to pay the reasonable rates for the transmission of 
that power. 

Mr. Mack. Senator, does New York State at the present time— 
the State power administration—have any power lines of its own? 

Senator Lenman. I did not get that. 

Mr. Mack. Does your State power authority have any power lines 
at the present time # 

Senator Lenman. I think it has one very short one. 

Mr. Mack. That is the one it bought from the Government, I think 
at the cost of $800,000 ? ; 

Senator LeuMan. It has been a very short line. They have nothing 
substantial. 

Mr. Macx. In other words, they would have to start from scratch? 

Senator Lenman. No. They would have to start from scratch if 
they could not enter into reasonable agreements with the private 
companies. But it would be to the interests of the private companies 
to transmit this power for distribution through their own facilities 
to the centers of distribution. 
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Mr. Mack. Thank you, Senator. 

Senator Busu. Senator Beall. 

Senator Breatu. Senator, I do not like to preach on something that 
has already been introduced, but I just wondered, not being familiar 
with your State, are the private companies taking care of the needs 
of the consumers inthis area? Have they made every reasonable effort 
to take care of them? 

Senator Lenman. I think they have done their very best. I think 
in the last 10 years, or since the beginning of the Second World War, 
there was not sufficient power available, that is, cheap power avail- 
able, to make possible the expansion of industry even in that area, and 
certainly in many other parts of the State, too. 

Senator Bratt. Wouldn’t you say that was due chiefly to the war 
and the inability of the private companies to get critical materials 
to take care of the normal expansion that they would expect? 

Senator Lenman. I should think that the main bottleneck was 
power, because a great many of these defense industries which I think 
would have been erected and located in that area, had to be erected in 
other parts of the country. 

Senator Bratt. How about the individual consumers? Is there 
any particular demand from them, or any criticism that the private 
power companies have not taken care of them ¢ 

Senator LenmMan. Well, they have taken care of them, but at a very 
high cost. Certs uinly the costs in New York State are high as com- 
pared to many other localities in this country, both for power and 
lighting purposes. 

Senator Busu. Are there any other questions ? 

Mr. Grorce. 1 would Mien to develop this point of the high cost 
of New York power, if I may, for just a minute. 

As I have understood it, for the past several years New York has 
been governed by liberal governors. The regul: ee y bodies are ap- 
pointed by the governors of those States, are they not? 

Senator Leuman. They are in New York. Yes. 

Mr. Grorcr. Then I cannot see how, with Governor Smith, Gov- 
ernor Roosevelt, somes. and Governor Dewey, that the people in 
your State are charged an excessive rate, when you have control of 
the regulatory bodies for that period of years. 

Senator LenmMan. No. I do not agree with that because the public 
utilities commission cannot fix a rate for power or electric energy 
that would not return a reasonable yield to the investors. 

Mr. Grorce. And that reasonable yield includes paying interest 
to bankers, taxes, and the other money costs? 

Senator Lenman. And the generation of the power. The rate may 
be very high as compared to other areas, but the public utilities com- 
mission could not say, “You have got to reduce your rates,” if that 
reduction meant the surrender of a reasonable yield on the invest- 
ment, 

Under our law they are bound to set rates that will yield a reason- 
able return on the capital investment and they cannot go below that. 
So they cannot lower the rates to bring them in line with other areas 
which veins e electrical energy at a lower cost. 


Mr. Grorce. Those same laws apply in practically all of the States 
in the Union. 
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Senator Lenman. I suppose they do, but I think in many other 
States of the Union power is available at a very much lower cost than 
in New York. I think New York State—and I do not have the exact 
figures—but I think that the rates for electrical energy in New York 
are very near the top. I think we are the eighth highest electrical 
energy cost State in the entire Union. 

Mr. Grorce. But those have been set by a rule of equity by the com- 
missions appointed by your governors since 1900. 

Senator Lenman. But they cannot set a rate that is confiscatory. 
They have to set a rate that will permit a reasonable return on the 
investment. 

Now, if the basic cost of producing power by steam is X number of 
mills per kilowatt, even though that may be much higher than is 
charged in many other States, the public utility commission cannot 
lower that rate. They must add, or must make a rate that will take 
care of the cost of production of the electrical energy, plus a reason- 
able profit. 

Mr. Grorer. I have just one other question. In summing up on 
page 9 you said: 

* * * in this legislation is involved one of the great issues of 1953, and of 
this administration. 


Then you say: 


I need not go into details in regard to this issue. It is the issue of the public 
interest versus special, private, and selfish interests 

I want to know who the special, private, and selfish interests are 
in your State. 

Senator Leuman. Oh, the public utility companies 

Mr. George. All public utility companies? 

Senator LeHMan. Well, I would say that the five who have asked 
for the—who have asked that the license to produce this power be 
turned over to them certainly have a special interest in the thing. I 
do not think there is much doubt about that. 

I wouldn’t say that these men are not very fine gentlemen, the 
people who run these companies. I am personally acquainted with a 
great many of them. Some of them are my very good friends, but 
the *y certainly have a special interest in this legislation. 

Mr. George. Are they getting any more than reasonable interest on 
their investment in their operations in the past / 

Senator Lenman. I think they want to run a oo show, but after 
all, they are put in charge of these companies for the purpose of 
making a profit for their stockholders. 

Mr. Georcr. Well, banks are run the same w: Ly. 

Senator Lenaan. I am not critic izing that, but that is the purpose 
of their administration and operation. 

Mr. Grorce. I belong to the Currency and Banking Committee, and 
we have the power to help control credits, and money, and so forth. 
Everybody in the country is short on currency. Should we issue it to 
everybody, or let private industry go ahead and make their own 
money ¢ 

Senator Leuman. As I understand it, your question is whether I 
think private banks should be permitted to issue private currency. I 
‘annot see any very great relationship between that and what we are 
proposing here. 
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Mr. Grorce. Well, there isn’t much relationship. I just cannot see 
the great State of New York with the liberal governors that they have 
had in the last 30 to 40 years, allowing private industry to charge 
an excessive electric rate. I do not think they have. I think that the 
investment that the people have had there, and a decent interest rate 
and the taxes they have had to pay, more than likely balanced out. 

Senator Leaman. May I explain it this way: I have already ex 
plained the conditions under which our public utilities commission 
operates. I do not believe that the Niagara Mohawk Co. and 
the other companies generating electrical energy have made an un- 
conscionable profit in operation. Certainly not in recent years. But 
[I do maintain—and I think this is the thing we have to bear in 
mand that the development of this hydroelectric power is going to 
reduce the cost of producing electrical energy in our State very ma- 
terially, I believe. Certainly if that is the case I believe that the bene- 
fit of that reduction should 20 to the consumers. 

I do not think there is any question that the Government, whether it 
be the Federal Government or the State of New York, can produce 
this power at less cost than the private interests can, and at the same 
time protect and conserve and enhance the beauties of our falls. I 
think that isa very important thing to take into account. 

Mr. Grorce. Thank you, Mr. Chairman. 

Senator BusH. Senator, yesterday on the question of rates Mr. 
Machold of the Niagara Mohawk said that the average cost per kilo- 
watt-hour of farm serv ice in their territory in L952 was 2.26 cents per 
kilowatt-hour, as compared with the national average paid by farm 
customers of over 5 cents. That seems to us like a very favorable dif- 
ferential in favor of the companies in New York. I mean, in the 


service area of Niagara power. And for residential and farm cus- 
tomers combined the cost for residential and farm service combined 
in 1952 in the upstate area of the five companies was 2.71 cents per 
kilowatt-hour as compared with the national average of 2.77 cents. 


That 1Nh} ressed us very favorably, and I do not think it quite supports 
your impression that New York State is not getting a pretty low cost 
of power. 

Senator Lenman. I do not want to question those figures, of course, 
from Mr. Machold. He isa very honorable gentleman. IT think I can 
give you statements showing that New York is the elohth highest 
power cost State inthe Union. I do not have it here, or at least I do 
not think so. 

I want to emphasize one thing, Mr. Chairman. The Niagara River 
isa public resource today. I do not know of any instance, frankly, for 
1) years or more -and I want to « mphasize that many ot you ventle- 
men know much more about the d velopment of waterpower in this 
country than I do, becau e | have not had as much experience in New 
York Sl ‘ce we have not done it al d have nm { bes n able to develop our 
waterpower resources—but I do not know of any case in the last 30 
years where a oreat waterpower resource has been turned over to 
private development. You may correct me on that, but I do not 
know any. 

This would mean that if you turned this over to private develop- 
ment—it would mean a complete reversal of the policy of this country 
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Chairman Dondero, you probably know, but it is at least 30 years. 

Senator Busw. Are there any other questions of Senator Lehman ? 

Mr. Sma.u. Senator Lehman, you said this was a multiple-purpose 

project and it was not solely fer the generation of power. The only 

other thing that it could be for was to preserve the scenic beauty of 
Niagara Falls. On page 2 vou say: 


Yet unless careful precautions are taken, the diversion of additional waters 
for power purposes can leave the falls bare, choke up the river with ice, 
and threaten the entire marvelous structure of nature in that area 


This bill provides specifically that by the direction of the same Army 
engineers that you say should operate this, that only so much water 
can be taken and that enough must be left in order to preserve that 
scenic beauty. So they could not take any more water than is pro- 
vided and then they have to reserve enough to preserve the scenic 
beauty. So whether we take this water or whether it will be taken 
by Canada, it will still be taken. There will still be enough water 
left. 

For all practical purposes then it is a one-purpose project which 
the Government would go into for the first time to produce, distribute 
and sell hydroelectric power, and only for that purpose. 

Senator LenmMan. While the limits of the water to be taken for 
power purposes are defined, of course, it 1s a very, very delicate opera- 
tion, and unless the remedial works which will be constructed by 
our Government and by the ( ‘anadian Government, are constructed 
carefully and expertly and under constant supervision, and with only 
one thought in mind or interest in mind, which is, the preservation, 
conservation, and enhancement of the falls, we might find ourselves 
in a ve ry, very ser ious situation where the beauty has been destroyed. 

We are under an agreement with the Canadian Government to do 
this in conjunction with them. 

Now, the Niagara Mohawk Power Co. would have no direct interest 
in that. I do not mean to say that their officials are not just as much 
interested in the preservation of the falls as I would be. But they 
have no definite interest in this thing. Their interest is in getting 
the waterpower for the generation of electric energy, and that is all. 

Mr. Smatu. You do have confidence in the Army engineers, do 
you not? 

Senator LEHMAN. Yes, I have. I would. 

Mr. Smauu. They have provided enough water, so they say, to re- 
tain the scenic beauty. If no more water is going to be taken by 
private industry, and by the Federal Government, than would be 
taken anyhow, because Canada could take it all, whether we develop 
it either way, therefore, it comes back to a one-purpose proposition. 
That is as I see it. 

Senator Leuman. There are a lot of conditions that would have 
to be met if you are going to conserve the falls. I just do not think 
that in a project which is the subject of treaty agreements between 
our country and Canada that you can have any divided and, I may 
say, special interest in the development of the waterpower which 
might seriously affect the remedial works and the operation of this 
waterpower. 

Mr. Sma. I think it could because it is provided for in the bill 
and by the Army engineers. The power companies have not said how 
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much water we need to keep the scenic beauty. The Army engineers 
have said that and allow them to take out only so much. 

Senator Leuman. I do not know whether I made myself clear. I 
think it is perfectly evident to me that the sole interest or sole posi- 
tion, I should say, of the Niagara Mohawk Co., would be in securing 
enough water at all times to produce electrical energy for sale to the 
people. 

Mr. Smauu. That is correct, sir. 

Senator Lenman. I think that is their sole interest. 

Mr. Smauu. That may be true. 

Senator Lenman. And I do not believe that we could put ourselves 
into a position where the interests of the private company might be 
sufficiently strong, or sufficiently dominating, so that it would affect 
the operation and protection of the scenic beauty of the falls. 

Mr. Smauu. Yes, Senator; but regardless of how selfish the »y may 
be, and however much they want to take more, they are only allotted 
so much and they get no more even if they have to close down their 
plant. So they can’t selfishly go in and take all of the water they 
want. They are only allowed so much. So they could not take any 
more even if they were selfish. 

Senator Lenman. The amount and the times of use are pretty 
discretionary in this thing. 

Mr. Smauu. No; it is not discretionary. It is said very definitely. 

Senator Leuman. That you cannot go beyond certain minimums. 

Mr. Smatu. That is correct. 

Senator Lruman. That is true. 

Senator Busu. Are there any other questions? 

Mr. Scupper. Senator Lehman, you believe in a reasonable profit 
for invested capital, do you not? 

Senator Lenman. I do. 

Mr. Scupper. But the utility commissions of the various States 
only allow a reasonable profit to utility companies on their invested 

capital. It would seem to me that if this franchise were let by bid to 
some private corporation that they could only earn a reason: able profit 
on their investment in the sale of power, probably, at the bus bar if 
they contract with other companies. Then these other companies 
could not charge anything for the construction and development of 
the power at the bus bar. The companies in the area that are served 
through displacement, and through their own private lines, could not 
take into consideration the investment made in this generating project 
in order to raise the rates above a reasonable amount. 

Isn’t that true? 

Senator Lenman. No. I think whatever additional transmission 
lines have to be constructed, whether they are constructed by Gov- 
ernment or private enterprise, would enter into the cost of generating 
and distributing electrical energy, and then into the profits. 

Mr. Scupper. If they could distribute over the present lines there 
would be no additional investment. I have not been able to figure 
how cheap power is generated; except where it is subsidized by the 
Government. If you allowed a reasonable profit for invested capi- 
tal, which the various States of the Union recognize in the setting of 
rates, it would seem to me the only place they are able to cut under 
that is where they are subsidized. 
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I always felt it was discriminatory to your State or my State, or 
any other State that does not have public power, that we are to a 
large extent paying their bill, because the Federal taxpayers’ money 
is being put into the construction of the utilities with little or no taxes 
and in interest rates that are little short of Government subsidy. 

Senator Leaman. While our public utilities commission limits the 
profits toa reasonab le return on the investment, that return in the 
case of New York is based on high basic costs. Let us say it costs 
21% cents to generate. That is the basic cost of generating power. 
Now, on top of that the public utilities commission, in order to allow 
the company to make a profit, would add a 5 or 6 percent profit. That 


would be the return on the investment. I am just taking my figures 
at random here. If the basic cost is high then th total cost would 
be high, and I am maintaining that the basic cost in New Y ork State 


is high, and it would be reduced materially by the paltie development 
of this power, and would thus benefit all of the consumers of the State. 

Mr. Scupper. Isn’. there some gimmick used in arriving at the cost 
of a Federal project? They write in there reclamation and tlood 
control, and a half a dozen other features, and then get to their idea 
of a reasonable figure as to the cost of the powe r, which in my opinion 
is not a reasonable or adequate amount for the development of power. 

Generally speaking, you are naturally for free enterprise, I wou!d 
take it? 

Senator LeumMan. I am. 

Mr. Scupper. But I believe that the way this whole project has been 
planned they can build a dam, and if a pr ivate utility company builds 
a dam they also take care of flood control. That is the case in Cali- 
fornia. A great part of the flood control in California has been taken 
care of by the P. G. & E. in the construction of dams. But they do not 
get any credit for it. 

If the Federal Government builds a dam they will write off about 
50 percent for flood control. That makes your base cost lower. Al 
the Government pays little or no taxes. If you can pass that down 
the line you naturally do not have the high-cost power. 

_1t seems to me we are kidding ourselves about the cheap cost of 
power developed by the Federal Government. 

Senator LEHMAN. May I answer one question ¢ — You asked whether 
I was in favor of free enterprise. My answer is emphatically yes, 
but with this qualification: That I believe there is a certain great 
national natural resource which, thank God, has been preserved 1 
to this very recent past for the benefit of all the people of the coun bry. 
I refere when I say a to the offshore oil which now, I am afraid 
is at least temporarily lost. I refer to great timber rights belong 
ing to the people of this country; I refer to the mineral rights belong 
ing to the people of this country through i its Government: and OTAZ 
ing lands; and certainly not ‘i , the great waterpower resources 
Mr. Congressman, that is why I say, while I believe strongly in fre 
enterprise, this country has ei e wed because it has maintained anc 
retained in its possession for the benefit of all t he Oa these « 
natural national resources, and I do not want to see them surrendered 

Mr. SCUDDER. Of course, some of us in the area wh re we } ave 
much Federal land feel we should get it back into private hands 
that we could get it on the tax roll. 
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Senator Leu an. Of course, that is a great national issue. I re- 
alize that. 

Mr. Nea. Senator Lehman, I believe you referred to New York 
State’s electric power rates as ranking about the eighth highest in 
the Nation; is that true? 

Senator LeuMan. That is my recollection. I do not have the record 
here. 

Mr. Ni AL. Senator Bush quoted some rates of distribution within 
the area of Niagara power which would seem to justify the thought 
that it is a comparative rate with the national average that is sup 
plied by Government-operated hydroelectric power. In calculating 
the rates which you may have in a State which is as largely urban as 
New York, when you consider the costs of construction and the rights- 
of-way, and all of the other unusual costs of protecting the citizens in 
the area through which this power is distributed, I wonder if that 
woe s not account perh: aps for some of the basis for the increased rates 

vhich m: iv app rly to the city of New York ? 

Senator Leuman. I think it probably would account for some of it 
But I think the great difference is that the power which we use in 
New York State now is with relatively small excep tion steam ven 
erated, which costs more than hydroe ~~ ‘tric gener: ited. That is why 
lam so anxious to have the great pows tg ntial on the Ni: wara, and 
on the St. Lawrence also, developed for the | enefit ) f the peop le, 

Mr. Near. Even at that you would estimate, or would you state 
that the Government could construct your distribution facilities any 
cheaper, in order to scale down the rates to the consumer, than private 
INGUSErY could ¢ 

Senator Lenman. I think it could develop this cheaper- very con 
siderably cheaper. 

Mr. Ni AL. You think it could ¢ 

Senator LeumMan. That has been my argument. 

Mr Ni iL. Thank you, 

Senator Busn. Are there any other questions 

Senator LeumMan. In the ante’ ny pcs wey shat assistant has 
just dvawn my attention to a tal le that ap pears on page 138 of the 
hearings of the subcommittee of the Committee on Public Works in 
the United States Senate, 82d Congress, with regard to the bill which 
at that time I had introduced. It shows that the average cost of 
elect city to re sidential and domestic customers in 1950 in New York 
was subst: antially the highest save in the New England States. For 
instance, it is 3.76 cents per kilowatt-hour in New York State, whereas 
in the Pacifie States it was 1.96 cents. 

Senator Busu. Of course, that includes all of the New York City 
area, Which, as you said, would have a very much higher rate because 
of the steam generation. 

Senator Leuman. Well, it covers the entire State, and this is the 
entire State. But for the South Atlantie States it was 2.07. It is 
the highest rate except in New England, and it is almost as high as 
that—within five-tenths of a percent. 

Mr. Scupper. That is a natural condition because they do have a 
lot of public power that does not have invested capital and pays no 
taxes, and so forth. 
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Senator LenmMan. That is true. 
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Mr. Scupper. And there is no requirement of amortization. It isa 
very unfair comparison when they get a lot of taxpayers’ money 
thrown into those areas. 

Senator Leuman. It is not really taxpayers’ money because it is all 
reimbursable. It comes back. 

Mr. Scupper. Not very much. The way they figure it they do not 
reimburse very much. 

Mr. Smiru. Mr. Chairman. 

Senator Busy. Mr. Smith. 

Mr. Smirn. Senator, in relation to these costs, that is, the cost of 
production and the cost of distribution, and the various costs of the 
facilities, which costs are used by the regulatory body of New York 
State in providing the basis for establishing the rates and allowing a 
fair vield on the investment for the companies — erned—all of the 
costs of operating these companies are considered, are they not / 

Senator Lenman. I think so. Yes. 

Mr. Smiru. For instance, the cost of advertising for these compa- 
nies. Is that not considered ¢ 

Senator Lenuman. I believe that is the cas 

Mr. Smirn. For instance, if these licensees, or proposed private 
licensees for the Niagara development, are grante cd the heense for the 
law in your State would not their rates have to include a return that 
would enable them to write off the cost of advertising that has been 
going on throughout the country for 2 or 3 years in behalf of the 
private development of the Niagara project ? 

oa nator Leaman. Yes. It undoubtedly would, and that cost of ad- 

rtising throughout the country is very great. 

"Mr. Smiru. For instance, I have noted advertiseme nts in magazines 
and other publications where the cost of advertising 1 IS pretty great, 
with pages and double-spread advertisements about this item, for at 
2 years. ‘They are in publications far removed from the scene of the 
development. I just wondered about that. 

Of course, these are paid for by the companies concerned, and 
urally it is part of their operation and their cost of doing business. 
Under the law in your State the people who buy the power that is 
going to be developed from the Niagara will have to pay for those 
advertisements, won't they ? 

Senator Lenman. That will be my understanding, because I think 
all expenses are included. 

Mr. Smirit. Certainly these advertisements are not paid for out of 
the funds which they do not consider in their cost of operation by these 
companies. I mean, it is not by public subscription, or anything like 
that, is it, Senator? 

Senator Leuman. I have never heard they were. 

Mr. Neat. Will the gentleman yield? 

Mr. Sairu. I would like to pursue the question, but if it is relative 
to the immediate question and if I get to a point where you don’t take 
the floor away from me, I will be glad to yield. Dr. Neal asked me 
first. 

Mr. Neat. I wonder if you have given any consider: ation whatever 
to the amount of publicity that has been distributed in support of 
hydroelectric power through Government agencies, th: at you are not 
equally willing to consider? It is an equal amount and an equal cost 
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to the taxpayer, and it is written off at least from your profits on 
your Federal power. 

Mr. Situ. That publicity—and I think a good part of it has been 
entirely unwarranted—in the form of propaganda by Government 
agencies, has been carried on from the regular tax funds, and not 
from the returns of the rate of Federal power. It has been the fault 
of the Congress in letting the practice go on. It has not been financed 
by the sales of power. It is one of the differences in the cost of de- 
veloping power between a private body and the public. I think the 
factors should be brought out. I think that there is a very consider- 
able cost involved in the advertising on this issue, because they do not 
give away advertising space in the Saturday Evening Post and some 
of these other publications. Naturally, these factors should be 
brought out. 

Mr. Scupper. My question was along the same line, Mr. Smith, 
except that we do have a great amount of publicity agencies in our 
Government which continuous sly develop the soci: alistic plan. 

Furthermore, by us subsidizing these programs with the Federal 
taxpayers’ money they are able to cut the price, and that is the thing 
everybody talks about. That is brought about by a lack of taxation 
and by subsidy from the Federal Government. 

Mr. Smrrn. If there are any agencies in the Federal Government 
carrying on socialistic propaganda with the people’s money it is time 
the people aroused themselves and voted out this socialistic Fepub- 
lican regime. Let me pursue this point. I am trying to develo some 
points on this re 

Senator Busu. I know the Senator has some pressing engagements 
at 12 o’clock, so if we can make our questions as brief as possible, it 
would help him. 

Mr. Smiru. In regard to these rates for the whole State of New 
York, Senator, isn’t the proposal if the Federal Government develops 
this project, or if the State of New York develops it, that some system 
be developed for the integration of this power in the overall system 
for New York, assuming it were sold to the various private companies 
that sell power in New York? 

Senator Lenman. I am not sure I understand your question. 

Mr. Smirn. In other words, would the benefits of reduced rates de- 
veloped from this power from Niagara be shared in by all of the 
people of the State? 

Senator Lenman. I would say substantially all. 

Mr. Smit. Through some system of integration of rates? 

Senator Lenman. That is correct. 

Mr. Smiru. In other words, if they could get cheap power in 
Niagara Falls it would help somebody 100 miles away, or whatever 
the economic transmission distance is, whatever system is worked out 
for the sale of the power by the Federal Government or the State? 

Senator Lenman. That is right. They would get the benefit of 
it. I am not sure what the economic transmission distance is. It is 
about 300 miles, I think. They would get it not only in New York 
State, but in Pennsylvania and Ohio, because the bill provides for that. 

Mr. SarrH The point I wanted to bring out in relation to your bill 
and another bill which I understand is proposed by Mr. Roosevelt is 
that under the terms and provisions of this so-called Miller bill would 
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the power from this international resource of the Niagara River—and, 
of course, it is the American share we are talking about—would that 
be restricted to the use that the licensee would make of it? In other 
words, if the Niagara Mohawk Power Co. were granted a license they 
could sell the power in their normal frame of distribution area, could 
they not? 

Senator Leuman. Of course, the company that would be most af- 
fected by a private license would be the Niagara Mohawk, but there 
are other companies too. 

Mr. Suirn. I just heard the name Mohawk and I know the Mohawk 
Valley, and I know it is a good name. 

Senator Lerman. There are other companies and the assumption 
is that they would all get a share of the distribution of this power, 
which they would under any circumstances. 

Mr. Smirn. Under this bill before us would all of the people in 
that area have an opportunity to secure some of this power 1f it were 
given to a private utility, let us say ? 

Senator Lenman. I do not know the plans, of course, of the privat 
companies, and what they would be. But under State operation it 
would be clear that they would all get the benefit. 

Mr. Suirrn. I am referring to the so-called Miller and Dondero bill. 

Senator Lenman. I do not know. I do not know how they would 
distribute it. 

Mr. Smiru. In other words, it would be left up to the power com- 

anies as to how they distrib ited it. Is that right ? 

Senator Leman. Yes. And this is an important fact. There 
would be no preferences. Under my bill, of course, there are prefe1 
ences to all public agencies, and the defense agencies, and rural co-ops 
and other co-ops on a nonpreference basis. ‘There would be very great 
preferences none of which, of course, would be realized under the 
Miller bill. 

Mr. Smirn. One more point about the regulation of rates in the 
State of New York. That is done under State law, is it not? 

Senator LeHMan. Yes. 

Mr. Smirn. It is not done under the constitution of the State, is it? 

Senator Lenman. No. By statute. 

Mr. Smrrn. In other words, it is possible for that rate-fixing body 
to be changed? It is possible for the law under which it operates 
to be changed, is it not ? 

Senator Lenman. Yes. They have a formula now which requires 
them to fix rates which would permit a reasonable profit. Of course, 
that could be changed by statute and by change in the complexion of 
the Commission. 

Mr. Smiru. If it is possible to change it by statute it is also possible 
to change the viewpoint of the Commission by the types of appointees 
made to it by the Governor. 

Senator Lenman. That is true. 

Mr. Smirn. In other words, the only protection for the use of the 
power from this Federal resource is that whic we handle by a State 
regulatory body. Then the Congress would be allocating its author 
ity to protect the rights from this Federal resource to a State body, 
which would be subject to any type of change. Is that not right, 
Senator? 
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Senator Lenman. I think under my bill 

Mr. Smiru. I am referring now to the Dondero bill. 

Senator Leuman. No; I do not think there would be any control 
or even influence on the part of the Federal Government. 

Mr. Smrru. I raised that question primarily in relation to the 
Dondero-Miller bill, because, I understand those are actually the bills 
before us for consideration. Isn't the basic question involved here 
as to Ww appa or not the Government is going to turn over a national 


resource to a private company ¢ 
The eisai is whether this natur: ere resource is to be given to a 
private company, no matter how worthy it may be, but which is still 
un agency that is private and beyond he control of ‘the Congress. 
Senator Lenman. That is quite true, and as I said, it would mark 


a complete reversal in the national power policy of this country. It 
has never been done. 

fr. Sarru. Thank you. 

Senator Busn. Are you finished, Mr. Smith / 

Mr. Smiri. Yes. 

Mr. Donprro. I have a question. 

Senator Busu. Mr. Dondero. 

Mr. Donprero. Governor Lehman, if these companies paid for the 
advertising of the Niagara power project, did it not come out of the 
stockholders of those e« mpanies ¢ | hey could charge that much less 
to proht. 

Senator Lenman. No: I would assume that the cost of the adver 
tising 

r. Donpero. Where did it come from / 

Senator Leuman. I think the cost of the advertising would, like all 
othe Costs, be added to the aggregate cost of the production of power, 
and the public utilities commission then would ad¢@ its reasonable 
return on to that. 

Mr. Donpero. But it certainly was not added to the rates that the 
people paid unless the State of New York gave its consent. 

Senator Lenman. Oh, yes, it would. The public utility company 
has a record of what the costs are of producing electrical energy, 
YT hich bee | include advertising, and legal fees, and every other item. 


To that it adds a certain amount for profit or return. 
Mr. urate But your State did not raise the rates? 
Senator Lenman. I do not mete I do not think they have. 


Mr. Donprro. W hy, of course not. 

Senator Lenman. I think they have reduced the rates. 

Mr. Donvero. It came out of the profits of the companies, and the 
stockholders footed the bill. That is the situation in regard to that. 

One thing more. I think you misspoke yourself on it, Senator. 
That is this: The people up there, that is, all of the people in that 
area, would not be able to acquire this additional power that wuld 
be generated by these companies at the falls. Under your bill you 
have preference clauses that only publie bodies, or villages and 
towns, could get it. What about industry or business? Wouldn't 
they be excluded ? 

Senator Lenman. No. I do not think they would be poriaraee be 
cause the preferences would not consume anywhere near, ‘any great 
proportion of, this newly generated power. 
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Mr. Donpt ro. It is only about 15 pe recent of the amount that would 
he generated in this area, that this project includes. Is that not 
about right? It is an increase of 15 percent / 

Senator LeuMan. In that area‘ 

Mr. Donvero. In that area. 

Senator Leuman. I do not know, but I would think it would be 
very much more. 

Mr. Donpero. Fifteen to 17 percent I think is the testimony. 

Senator LeumMan. Are vou referring to in that area or in the entire 
State? i 

Mr. Donvero. Considered for the entire State, to be perfectly fair. 
So that it is not such a great amount. 

Senator LenMan. That is a great amount too. What I am doing 
in my bill is, I have gives preferences, vhich t an unusual thing. 
I believe it is the formula which has been followed in virtually all 
of our feder: lly deve loped hydroe ‘lectric projects. 

Mr. Donprro. The private companies are not operating under any 
law of any kind which gives preference. They have to serve all of 
the people, regardless of whether it is cities, towns, individuals, o1 
businesses. 

Senator Leunman. That is true. 

Mr. Donon! RO, That is the difference bet ween your p hilosophy and 
the philosophy of the bill introduced by Mr. Miller and Senator ( ape- 
hart. SoI think you are in error about that 

Senator Leuman. No. I think this is the case: That it has been 
long the custom that on a federally developed power project pre 
erences are given which the Government recognizes are justified | 
reason of the fact that they are to a very great extent, that is, the 
preferences are to a very great extent, given to public bodies and 
agencies. I would want that to continue, and there would be no such 
preference in the Dondero-Miller bill. 

Mr. Donvero. That is right. We serve all of the people instead 
of just a few. 

Senator Leuman. That is right. I think we would serve all of 
the people too, if there is enough power. The amount of the pref- 
erence certainly would not consume all of this additional power. 

I want to point out that you know this would generate 1,132,000 
additional kilowatts, and I think something like over 8 billion addi- 
tional kilowatt-hours. It is a tremendous quantity, but which would 
not be sufficient to take care of the ever-growing needs for power in 
ourarea. Ithink those needs will continue to grow. 

May I point out one other thing if I may take the time of the com- 
mittee for just a minute. In this table which I have I want to point 
out the rel: ationship between the cost of electrical energy and the con- 


sumption of electrical energy. In New York State the cost is 3.76 
cents per kilowatt-hour and tl ne ki) owatt-hours consumed per customer 
are just over 1,400. In the Pacific States, where the cost per kilo- 


watt-hour is not 3.76, but 1.96 cents, the kilowatt consumption per 
customer is 2.54 75 kilow: atts, showing the very clirect relationship be- 
tween cost and con: umption. . other words, as you bring down your 
cost, your consumption increase 

You can take care of your customers and there is an encouragement, 
of course, to install and use electrical energy to a far greater extent 
than when the cost is high. 
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Senator Busn. Are there any other questions! 

(No response. ) 

Senator Busu. We thank you very much. 

Senator Lenman. May I thank the committee very much indeed. 

Senator Busou. The amendments submitted by Senator Lehman 
may be inserted at this point in the record, without objections. 

(The amendments submitted by Senator Lehman are as follows:) 


[S. 1851, 88d Cong., 1st sess.] 


Amendments intended to be proposed by Mr. Lehman to the bill (S. 1851) To 
preserve the scenic beauty of Niagara Falls and River and to authorize the 
construction of certain public works on that river for power and other purposes, 
to promote the national defense, and for other purposes, vis: 


On page 2, line 9, beginning with “, prosecuted”, strike out all through “Engi- 
neers,” in line 11. 

On page 2, line 19, after ‘‘advisable”’ insert “by the Niagara Development Cor- 
poration created by section 201 of title II of this Act and”. 

On page 2, line 24, beginning with the period strike out all through “program” 
in line 3, page 3. 

On page 11, strike out lines 1 through 22. 

At the end of the bill add a new title as follows: 


’ 


TirLe II. NriAGARA DEVELOPMENT CORPORATION 


CREATION OF CORPORATION 


Section 201. There is hereby created a body corporate to be known as tlie 
Niagara Development Corporation (hereinafter referred to as the “Corpora- 
tion”). The Corporation shall be an instrumentality of the United States and 
shall have the powers and duties hereinafter set forth 


BOARD OF DIRECTORS 


Sec. 202. (a) The management of the Corporation shall be vested in a Board 
of Directors consisting of three members to be appointed by the President, by 
and with the advice and consent of the Senate. Not more than two members 
of the Board shall be members of the same political party. One of the mem- 
bers shall be designated by the President as Chairman at the time of appoint- 
ment, 

(b) The terms of office of members of the Board shall be six years except 
that (1) the terms of office of the members first appointed shall run from the 
date of enactment of this joint resolution and shall expire one at the end of two 
years, one at the end of four years, and one at the end of six years, as designated 
by the President at the time of appointment, and (2) a member appointed to fill 
a vacancy caused by the death, resignation, or removal of a member prior to 
the expiration of the term for which he shall have been appointed, shall be 
appointed only for the remainder of such term. 

(c) Each member of the Board shall be paid compensation at the rate of 
$17,500 per annum. Members of the Board shall devote full time to the busi- 
ness of the Corporation. 

(d) Two members shall constitute a quorum for transaction of the business 
of the Board, and vacancies in the Board, so long as there are two members in 
office, shall not impair the powers of the Board to execute the functions of the 
Corporation. 


FUNCTIONS OF CORPORATION 


Sec. 203. The Corporation is authorized and directed to adopt final plans and 
specifications for the works of improvement for redevelopment of the Niagara 
River, as defined and authorized in section 2 of this Act, and to proceed with 
the construction of such works: Provided, That in accordance with the provi- 
sions of section 209 of this Act and with the approval of the President the 
Corporation shall utilize, on a reimbursable basis, the officers, employees, services, 
facilities and information of the Department of the Army and shall arrange for 
the prosecution of the construction of such works under the direction of the 
Secretary of the Army and the supervision of the Chief of Engineers. 
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CORPORATE POWERS 


Sec. 204. (a) For the purpose of carrying out its functions under this joint 
resolution the Corporation— 

(1) shall have succession in its corporate name; 

(2) may adopt and use a corporate seal, which shall be judicially noticed ; 

(3) may sue and be sued in its corporate name; 

(4) may adopt, amend, and repeal bylaws, rules, and regulations govern- 
ing the manner in which its business may be conducted and the powers vested 
in it may be exercised ; 

(5) may make and carry out such contracts or agreements as are neces- 
sary or advisable in the conduct of its business ; 

(6) shall be held to be an inhabitant and resident of the western judicial 
district of New York within the meaning of the laws of the United States 
relating to venue of civil suits; 

(7) may appoint and fix the compensation of such officers and employees 
as may be necessary for the conduct of its business, define their authority 
and duties, delegate to them such of the powers vested in the Corporation 
as the Board may designate, and fix the penalties and pay the premiums 
on such bonds; and 

(8) may acquire, by purchase, lease, condemnation, or donation such real 
and personal property and any interest therein, and may sell, lease, or 
otherwise dispose of such real and personal property, as the Board deems 
necessary for the conduct of its business. 


CAPITAL STOCK 


Sec. 205. (a) The Corporation shall have a capital stock of $5,000,000 which 
shall be subscribed by the United States. There is hereby authorizea to be 
appropriated to the Secretary of the Treasury the sum of $5,000,000 for the 
purpose of enabling the Secretary of the Treasury to make payment for such 
capital stock when payment is called by the Board. Receipts for payment by 
the United States for or an account of such capital stock shall be issued by the 
Corporation to the Secretary of the Treasury and shall be evidence of stock 
ownership by the United States. 

(b) The directors of the Corporation are authorized and directed to retire the 
capital stock to a minimum of $1,000,000 over a period of not more than fifty 
years. The directors shall determine the time or times of such retirement and 
the amount or amounts to be retired from time to time, provided that any such 
determination shall not be effective until it shall have been approved by the 
President. 

OBLIGATIONS OF CORPORATION 


Sec. 206. (a) In order to finance its activities, the Corporation is authorized 
and empowered to issue, and to have outstanding at any one time in an amount 
not exceed $385,000,000, its notes, debentures, bonds, or other obligations or 
commitments. Such obligations shall mature not more than fifty years from 
ihe dates of their issue, shall be redeemable at the option of the corporation 
before maturity in such manner as may be stipulated in such obligations, shall 
bear interest at such rate or rates and shall be subject to such other terms and 
conditions, as may be determined by the Corporation after consultation with the 
Secretary of the Treasury. Obligations of the Corporation shall not be purchased 
by the United States or any agency or instrumentality thereof. 

(b) All such obligations shall be fully and unconditionally guaranteed both as 
to interest and principal by the United States and such guaranty shall be ex- 
pressed on the face thereof. In the event that the Corporation shall be unable to 
pay the principal of or interest on any such obligations when due, the Secretary 
of the Treasury shall pay the amount thereof, which is hereby authorized to be 
appropriated, and thereupon to the extent of the amounts so paid, the Secretary 
of the Treasury shal! succeed to the rights of the holders of such obligations. 

(c) The Secretary of the Treasury is authorized and directed to prepare suit- 
able forms for the notes, debentures, bonds, or other obligations, and otherwise 
to make the facilities and services of the Department of the Treasury available 
to the Corporation in the issuance and sale of such obligations. The Corporation 
shall reimburse the Secretary of the Treasury for any expenses incurred by the 
Department of the Treasury under this subsection. 
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DEPOSIT AND EXPENDITURE OF CORPORATE FUNDS 


Src. 207. (a) All moneys of the Corporation not otherwise employed may be 
eposited with the Treasurer of the United States subject to check by authority 
of the Corporation or in any Federal Reserve bank, or may, by authorization of 
the Board, be used in the purchase for redemption and retirement of any notes, 
debentures, bonds, or other obligations issued by the Corporation, and the Corpo- 
ration may reimburse such Federal Reserve bank for its services in such man 
ner as may be agreed upon. The Federal Reserve banks are authorized and 
directed to act as depositories, custodians, and fiscal agents for the Corporation 
in the general performance of its powers, 

b) All expenses incurred by the Corporation in carrying out its functions, 
including administrative expenses, shall be paid from funds obtained from the 
sale of its obligations under section 206 or from revenues derived from its corpo- 
rate activities, except that until such time as funds from such sources are avail 
able amounts paid by the Secretary of the Treasury under section 205 may be 
1 for such purposes. 

(c) Sections 105 and 106 of the Government Corporation Control Act, requiring 
annual audits by the General Accounting Office and reports thereof to the Con- 
gress, shall be applicable to the Corporation 


EXEMPTION FROM TAXATION 


S1 208 The Corporation, its property, franchises, and income are hereby 
expressly exempted from taxation in any manner or form by the Federal Gov- 
ernment or by any State, county, municipality, or any subdivision or district 


SERVICES AND FACILITIES OF OTHER AGENCIES 


Sec. 209. The Corporation may, with the approval of the President, accept 
and utilize, on a reimbursable basis, the officers, employees, services, facilities, 
and information of any agency of the Federal Government, except that any such 
agency having custody of any engineering or other data relating to any of the 
matters within the jurisdiction of the Corporation shall, upon request of the 
Board, make such data available to the Corporation without reimbursement. 


MISAPPROPRIATION OF FUNDS 


Sec. 210 (a). All general penal statutes relating to the larceny, embezzlement, 
conversion, or to the improper handling, retention, use, or disposal of public 
moneys or property of the United States shall apply to the moneys and property 
of the Corporation and to moneys and properties of the United States entrusted 
to the Corporation. 

(b) Any person who, with intent to defraud the Corporation, or to deceive 
any director, officer, or employee of the Corporation or any officer or employee of 
the United States (1) makes any false entry in any book of the Corporation; 
or (2) makes any false report or statement for the Corporation, shall, upon 
conviction thereof, be fined not more than $10,000 or imprisoned not more than 
five years, or both. 

(c) Any person who shall receive any compensation, rebate, or reward, or 
shall enter into any conspiracy, collusion, or agreement, express or implied, 
with intent to defraud the Corporation or wrongfully and unlawfully to defeat 
its purposes, shall on conviction thereof, be fined not more than $5,000 or im- 
prisoned not more than five years, or both. 


REPORTS TO CONGRESS 


Sec. 211. The Corporation shall transmit to the Congress at the beginning of 
each regular session an annual report of its operations under this joint resolu- 
tion. 


AUTHORIZATION OF THE DEVELOPMENT AS A SELF-LIQUIDATING PROJECT FOR THE PUBLIC 
USE AND BENEFIT 


Sec. 212. (a) It is hereby declared to be the purpose and intent of the Congress 
as expressed in this Act to provide for the redevelopment, for the public use and 
benefit, of the United States share of the waters of the Niagara River, in accord- 
ance with the reservation to the treaty cf February 27, 1950, between the United 
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States and Canada, which reservation was adopted by the Senate of the United 
States in giving its advice and consent to the ratification of the treaty on August 
9, 1950. 

(b) It is further hereby declared to be the purpose and intent of the Congress 
to authorize the development of power on the Niagara River as, in all respects, a 
self-liquidating project, and the Corporation is accordingly authorized and 
directed to take all steps necessary to accomplish this purpose in any arrange- 
ments it makes for the financing, construction, maintenance, and operation of 
the project, consistent with the provisions of this Act. 

(c) When power is available from any generating unit of the project, if trans- 
fer of the power facilities of the project shall not have been consummated under 
the provisions of section 3 hereof, the project shall be maintained and operated 
and project power shall be disposed of by the Corporation, in accordance with 
the safeguards contained in section 3, pending the negotiation and approval of 
the agreement provided for in section 3, or pending further disposition by the 
Congress. 


SEPARABILITY OF PROVISIONS 
Sec. 213. If any provision of this joint resolution or the application of such 
provision to any person or circumstances shall be held invalid, the remainder of 
the joint resolution and the application of such provision to persons or circum- 
stances other than those to which it is held invalid shall not be affected thereby. 
Sec. 214. This Act may be cited as the “Niagara Redevelopment Act of 1953.” 
Amend the title so as to read: “A bill to preserve the scenic beauty of Niagara 
Falls and River and to authorize the construction of certain public works on that 
river for power and other purposes, to promote the national defense, to provide 
for the creation of the Niagara Development Corporation, and for other pur- 
poses,” 


Senator Busu. Our next witness will be Senator Martin. 


STATEMENT OF HON. EDWARD MARTIN, UNITED STATES SENATOR 
FROM PENNSYLVANIA 


Senator Marrin. I am a cosponsor of S. 689, the Capehart-Martin 
bill, for further development of the hydroelectric potential of the 
Niagara River by it ite enterprise, because I believe firmly in the 
principles which the bill embodies, 

The issue which the bill presents is purely one concerning the de- 
velopment of additional electric power in an area which has always 
been served by privately owned utilities. They pioneered at Niagara 
Falls and for some 60 years have owned and operated the only hydro 
electric development on the American side of the river. They are 
ready, able, and willing to make this additional development. Their 
ability to do so is not questioned. 

The operations of these investor-owned companies are subject to 
detailed regulation as to rates and services by the Federal and State 
Governments. The extent of this regulation gives assurance that 
they will produce the additional power on a reasonable cost basis, 
commensurate with the tax burden which they, like any other pri- 
vately owned business enterprise, must bear in order to provide. funds 
so essential to the proper functioning of Federal, State, and local 
governments. 

The Capehart-Martin bill and the Miller-Dondero bills, the com- 
panion House bills, are dictated further by the public interest and 
by sound public policy. The proposed project in no way involves 
usual Government functions such as the improvement of navigation, 
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or the construction of irrigation, flood control, reclamation, or sanita- 
tion facilities. There are no dams to be built. The Niagara project 
is a pure business venture. For the Government, Federal or State, 
to undertake it would not only violate our cherished private enter- 
prise system, but would extend the Government’s activities in business 
far beyond any limits heretofore established. How can we counte- 
nance putting the Government into new business ventures, when we are 
concerned with getting it out of the business it is already in? 

It is most important to emphasize too that under these private enter- 
prise bills, money from private sources will be used to construct the 
development, which will cost some $400 million. When constructed, 
the development will be subject to taxation by Federal, State, and local 
governments, just like any other business operation. In addition to 
the income taxes payable in the operation of the project, the private 
investors who finance it will pay income taxes on the income they 
receive as security holders. There is a vital consideration at a time 
when our national economy demands close scrutiny of every proposal 
which affects Government income. 

In this connection, this project, under private enterprise, will re- 
turn to Federal, State, and local governments annually some $23 
million of additional tax revenues. 

The private enterprise bills protect completely the interests of the 
United States. For more than 30 years the Federal Power Act has 
defined adequately the conditions under which private development 
of hydroelectric projects shall be undertaken and the construction 
and operation of the Niagara project will be subject to those safe- 
guards. The bills protect fully the defense power requirements in 
the project area, and recognize the interests of the consuming public 
in all States within economic transmission distance. 

It seems to me that the proposed legislation is dictated by plain com- 
monsense. I urge upon the committees their early and favorable con- 
sideration of the private enterpr ise Niagara development bill. 

Senator Busn. Thank you, Senator Martin. Are there any ques- 
tions of the Senator ? 

(No response. ) 

Senator Busn. If not, Senator, we were very glad to hear from 
you on this subject. 

Without objection, the joint committees will stand in recess until 

1 o’clock, when we will reconvene. At that time we will first hear 
ficananaiie in Roosevelt, and after that Mr. Matt Triggs, of the Amer- 
ican Farm Bureau Federation. 

(Whereupon, at 12 o'clock noon the committee recessed until 1 
o’clock p. m. of the same day.) 


AFTERNOON SESSION 


Senator Busu. The committee will please be in order. 

Mr. Matt Triggs, of the American Farm Bureau Federation. 

Mr. Triggs, we understand you have a very brief statement; is that 
right? 

ght? 
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STATEMENT OF MATT TRIGGS, LEGISLATIVE REPRESENTATIVE, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Triges. That is correct, sir. 

Senator Busu. Will you proceed ¢ 

Mr. Trices. My name is Matt Triggs. I am assistant legislative 
director of the American Farm Bureau Federation, a private organi- 
zation of farm people consisting of one million and a half farm family 
members located in 47 States and Puerto Rico. 

The policy of the American Farm Bureau Federation relating to 
the development of hydropower resources is contained in the follow- 
ing excerpt from a resolution adopted by the official voting delegates 
of the member State Farm Bureaus at the most recent annual meet- 
ing of the Federation: 

The production, transmission, and distribution of power should be primarily 
a function of private enterprise, either cooperative or noncooperative. The en- 
try of the Federal Government into the power business should be restricted 
to those instances in which private enterprise or State governments or political 
subdivisions thereof or agencies created by interstate compacts are not able or 
willing to assume responsibility for such development. 

As we understand the situation private companies are presently 
ready, willing, and able to undertake the construction at an early 
date of additional power facilities at Niagara in accordance with 
the project plans deve aren’ by the Federal Power Commission, and 
that the enactment of H .R. 4351 will result in expediting the develop- 
ment of this natural resource. 

The American Farm Bureau Federation therefore recommends the 
approval of H. R. 4351. 

Senator Busu. Thank you very much, Mr. Triggs. 

Are there any questions of Mr. Triggs? 

(No response. ) 

Senator Busu. If there are no questions of Mr. Triggs, our next 
witness is Congressman Roosevelt, of New York. 

Mr. Donvero. If we may defer for a moment, Mr. John W. Edel- 
man was here and left a request that he might insert in the record a 
statement on behalf of the Textile Workers Union of America. With- 
out objection, it will be inserted in the récord. 

(The statement on behalf of the Textile Workers Union of America 
follows:) 


TESTIMONY BY JOHN W. EDELMAN, WASHINGTON REPRESENTATIVE TEXTILE WoRK- 
ERS UNION OF AMERICA, ON BEHALF OF THE CONGRESS OF INDUSTRIAL ORGAN- 
IZATIONS 


The Congress of Industrial Organizations once more urges the Congress to 
boldly seize a unique opportunity to protect and save one of the greatest natural 
resources on earth—the Niagara Falls—and at no cost to the taxpayers of the 
United States. 

Year by year, the crest of the Niagara Falls has receded until natural erosion, 
unless checked, threatens the ultimate ruin of the scenic spectacle. 

Meanwhile, the tremendous outflow of Lakes Superior, Huron, Michigan, and 
Erie thunders 300 feet over Niagara Falls and Rapids to Lake Ontario, largely 
unharnessed for its potential wealth of hydroelectric power. 

The Lehman-Roosevelt bill would save the scenic spectacle, stop the profligate 
waste of Niagara power, and bring direct benefits to labor, industry, agriculture, 
and electric consumers generally, now paying excessive costs for electric service 
throughout the Northeast. 
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The Lehman-Roosevelt bill provides for Federal redevelopment of the Niagara 
by the construction of control works to protect the crest of the falls, and by the 
construction of power works to create more than 1,500,000 kilowatts of new 
hydroelectric-power capacity. 

rhe Army engineers have estimated that this project would produce an annual 
average of about 8 billion kilowatt-hours of energy a year, yielding revenues of 
over $58 million a year, or net revenue of $41 million a year over and above all 
annual charges. These estimates, supported by all interested agencies of the 
Government at Senate and House hearings in the 82d Congress clearly indicate 
that the entire Niagara redevelopment would pay for itself out of power revenues 
within 10 or 12 years after completion of the project. 

Yet, the economy-minded coalition in the 82d Congress refused to permit the 
membership of either branch even to vote on the merits of the Lehman-Roosevelt 
bill. House and Senate committee hearings were completed on this bill in August 
1951. The need for Niagara power, for the benefit of consumers in the North- 
east, and for the direct aid of the defense program in a power-shortage area, was 
shown by overwhelming proof and, in fact, conceded on the record. 

In the meantime, a vicious propaganda has been unloosed by private power 
companies in magazines, press, and on the radio against Federal redevelopment 
of Niagara Falls under the Lehman-Roosevelt bill. This propaganda has de- 


manded that Niagara power be turned over to private power companies in New 
York State for private development and private profit, as provided by the 
Capehart-Miller bill, A third measure, the Ives-Cole bill, was introduced on 


the eve of Senate hearings in August 1951, to turn the project over to the New 
York State Power Authority. This agency is committed on the record at con- 
gressional hearings to the sale of Niagara power at the bus bar to the utilities, 
without preferences to municipalities, REA cooperatives, and other wholesale 
customers in the Northeast. 

Senator Aiken, of Vermont, rightly condemned the drive of the power com- 
panies to take over Niagara Falls in his speech at the Electric Consumers Con- 
ference at Washington in May 1952. At the same conference Senator Aiken 
recalled his prophecy on the floor of the Senate on February 9, 1948, when he 
warned that the utilities would continue to fight public development of the St. 
Lawrence until they could get control of Niagara power. 

“If they sueceed in doing so,’ said Senator Aiken, “it will be the biggest 
steal of natural resources ever put over on the people of this country.” 

in on the floor of the Senate on June 17, 1952, Senator Aiken said: 
The power companies got the idea that if they could stall off this 
project (the St. Lawrence seaway and power project), they could grab the 
St. Lawrence and the Niagara for themselves. That is what they are working 
on today. I made the prediction 3 or 4 years ago on this floor that the power 
interests would undertake to steal Niagara Falls. My prediction has come true 
to an alarming degree, for that is what they are doing today.” 

While the Lehman-Roosevelt bill is being held up, the Dominion of Canada 
is going steadily forward with the development of the Canadian share of 
Niagara power. Both countries agreed in the Niagara Treaty of February 27, 
1950, that increased amounts of water might be diverted on either side of the 
river for power purposes. Canada started digging in 1950 and will have more 
than 500,000 kilowatts of new capacity installed hefore 1955. 

The CIO takes this occasion to restate with every possible emphasis its 
position that the badly named preference policy set forth in the Flood Control 
Act, which had its origin in the Reclamation Act of 1906, be applied in the case 
of the Niagara project as in all others. We use the phrase badly named as 
applied to the preference clause simply because what this does is to give first 
availability to the nonprofit groups but actually gives no preference as to cost. 
We vigorously oppose permitting the Power Authority of New York State to 
distribute the current generated at Niagara unless it makes the most absolute 
binding commitment as to this preference policy. We wish to fully endorse and 
approve the position taken on this point by the National Rural Cooperative 
Association in the testimony in support of the Lehman-Roosevelt bill given by 
Mr. Clyde Ellis before the committee on May 15. The policy of CIO coincides 
with that of the NRECA on this all-important issue of the transmission of 
electric power which has been generated at publicly owned dams. 

CIO further urges and insists that Congress shall very clearly and specifically 
require whatever agency, either the Power Authority of New York or any other, 
who will operate this project be obliged to deal in good faith with any duly 
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designated union of its employees. Further, the Congress shall spell out the 
authority of the operating agency to enter into a written contract with the 
representatives of the employees concerning terms and conditions of work. 

In view of the very definite declaration of public policy in the preamble of 
the Labor-Management Relations Act of 1947 as to the rights of labor to organize 
and the duties of employers to bargain with unions, Congress should make quite 
certain that these policies are adhered to by agencies brought into be ing by the 
Congress. The opponents of certain public-power projects and especially the 
private corporations seeking to obtain a license to build the power plant on 
the Niagara have cleverly exploited the arguments offered by two unions against 
public power projects in general. These two unions, one C1O and one A. F. of L., 
whose members are employed in the electric utility industry, have pointed out 
the difficulties they have had in attempting to deal with certain public power 
agencies and with a few scattered cooperatives. Apparently their particular 
criticisms of the labor policy of these bodies are well founded. It does not fol 
low, however, that the overall and long-established policy of permitting the 
erection of public transmission lines from publicly owned generating sites so as to 
enable farmer cooperatives to obtain electricity at the west possible cost is 
mistaken. Indeed it is against the best interests of these utility employees’ 
unions to permit themselves to be used to obstruct the development of projects 
whose purpose is to increase the supply and decrease the cost of electricity. 
Labor in the United States has been forced to learn that as a general rule indus- 
try expands only in areas where electricity is plentiful and the cost comparatively 
low. Men who work for private corporations supplying electricity face loss of 
jobs just like textile or other workers do when industry leaves a given lo 
cality because it can operate more cheaply elsewhere. At a recent power con- 
ference in Washington, Mr. Paul Phillips, president of the International 
Brotherhood of Paper Makers, A. I. of L., told of widespread unemployment 
among the papermakers in the mills in New York and New Pngland. Mr. 
Phillips said, in part: 

“Many of the paper mills in these sections are completely idle or running short 
time, because the paper they used to produce is now being made in the South, 
the Northwest, and in Canada. One of the principal reasons for this is the low 
cost of power in the other areas, because papermaking requires a plentiful sup- 
ply of power, trees, and water. 

“Power costs in New York and New England are considerably higher than in 
those other regions where the Government has built huge hydroelectric projects. 
They are almost twice as high as in the TVA area, and more than double the 
costs in the Northwest and Canada. 

“In addition to production of power, these huge projec ts conserve the trees 
and the water. We can’t have one without the other, and both are essential to 
paper making. The United States Forest Service has done an excellent job of 
forest conservation, while the water and power division has not only 


supplied 
cheap power but has also given the forests the water they must 


have. The result 


has been a shifting of the centers of paper production 

“Labor costs have not been the deciding factor, though this may contradict 
some popular notions, These three areas I have mentioned all have good wage 
rates ; though, I should add for the benefit of any employers present, we have not 
yet achieved perfection. Paper-mill rates on the west coast are more than 50 
percent above those of New England. Canadian paper-mill rates equal those 
of New England, and the paper industry is the highest paid industry in Canada 
Southern rates are higher than New England, and higher than the 
average for the paper industry.” 

In his testimony before the Joint Senate-House Public Works Committee, Rep- 
resentative Roosevelt brought out that a whopping subsidy is being paid by the 
people of the United States to the private utility companies in New York State 
in order to obtain needed supplies of aluminum from the Alcoa plant at Massena. 
When CIO originally testified back in 1951 on the earlier legislation dealing with 
this subject, we too touched on this question of what power costs meant in re 
lation to the costs of producing aluminum, vital to our national defense. At 
that time we introduced a chart issued by the Defense Power Administration and 
the Bonneville Power Administration showing that an increase in each mill 
in the cost of electricity means and added 1 cent per pound in the cost of 
aluminum. 

The same chart showed that while Alcoa was paying 7.5 to 8 mills per kilowatt- 
hour for firm power from steam plunts at Massena, N. Y., 3 big aluminum com- 


national 


pig 
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panies in the Pacific Northwest were paying 2 mills per kilowatt-hour for energy 
purchased from the hydrofacilities operated at the Bonneville dams. None of 
the witnesses before this committee have spelled out the fact that the workers 
who make aluminum at Massena would most certainly have no jobs in view 
of the high cost their employer must pay for electricity were it not for the fact 
that the national emergency makes it imperative that a subsidy be paid to obtain 
this production. The point we are trying to make here is that employment in 
the area to be served by the Niagara project is threatened by high power costs 
and that the people who work for the companies which sell electricity have just 


as much at stake as the rest of the community in seeing to it that a considerable 
supply of lower cost current is made available.in the very near future. In arguing 
for the need of more and cheaper power, we are, however, not attempting to 
impiy that the issue of the rights of workers employed by public power agencies 
shall in any way be subordinated to broader needs of the community as a whole 
It must become a firm and settled policy or requirement that whenever Federal 
funds, or credit, are used to construct or operate a facility that the labor policy 
be determined at the time the decision is made that the job be started. 

Finally, we wish to report to the Congress that the national CIO finds that 
its affiliat unions with considerable membership in upper New York State 


nd surrounding areas are actively supporting this legislation and earnestly 
desire that the project be built and its benefits be made available. We make this 


statement in answer to assertions or insinuations that there is a feeling among 
the ordinary men and citizens in the region that this priceless natural resource 
be given away to a corporation operating for private profit. It is true that some 
people have been confused by the propaganda of the power companies. But the 
number that understand the facts are much greater. Indeed there is a great deal 
of resentment discernible among the local public against the efforts of the 


utilities to distort the facts and confuse the issue at stake. We most emphati 
cally are not voicing a minority viewpoint when urging prompt enactment of 
the Lehn Roosevelt bill 

Sentor Busu. May I make one more statement, Mr. Congressman, 
before you begin? If there are witnesses who have come here and 
who feel that they must leave before we get to them we will recognize 
any one of those witnesses for 1 minute to make a statement and put 
his statement into the record, if he has a prepared statement. We do 
not want anyone to be turned away, but we heve a long list of witnesses 
here and we are going to sit as long as wecan. If anyone feels he must 
leave and if he asks for recognition he will be accorded 1 minute for 
that purpose, so that he can get his statement into the record. 

Now, ¢ ongressman Roosevelt, proceed in your own way. 


STATEMENT OF HON. FRANKLIN D. ROOSEVELT, MEMBER OF 


CONGRESS FROM THE 20TH CONGRESSIONAL DISTRICT OF NEW 
YORK 


Mr. Roosrverr. Thank you, Mr. Chairman. 

I greatly appreciate this opportunity to appear before this joint 
meeting of the Committees on Public Works of the Senate and the 
House of Representatives in order to present my arguments in favor 
of the adoption of S. 1851, introduced by Senator Lehman, and H. R. 
5066, a companion bill, which I have sponsored in the House of 
Representatives. 

tn the course of my presentation I shall also develop the reasons for 
my opposition to S. 689, introduced by Senators Capehart and Martin, 
and H. R. 2289 and H. R. 4351, introduced by Congressmen Miller 
and Dondero, respectively. These proposals were known in the 81st 
Congress as the Capehart-Miller bill, and for the sake of convenience 
I shall refer to them as such during the course of this presentation. 
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As all of the members of the committee are undoubtedly aware, the 
necessity for legislation regarding the development of the power po- 
tential of Niagara Falls and River, remedial works for the preserva- 
tion of the scenic beauty, and navigation and flood control facilities 
were made necessary by the execution and subsequent ratification by 
the Senate of the Niagara Redevelopment Treaty of 1950. The treaty 
asw signed by the U nited States and Canada on Febru: ary 27, 1950, 
and approved by the Senate on August 9 of the same year. Senator 
Lehman and I then introduced a proposal basically similar to the one 
which we sponsored in this Congress which would have implemented 
the report of the Bureau of Power of the Federal Power Commission 
of September 1949, and which, if adopted by the 81st Congress, would 
have resulted in substantial savings. It would have enabled con- 
struction to commence at a time when costs were probably 20 percent 
below what they are today. 

The House Committee on Public Works held hearings on that pro- 
posal on August 15, 1950. The urgent necessity for the remedial and 
power works permitted by the treaty and authorized by the bul 
was conceded ,on the record of those hearings. The Bureau of the 
Budget, on behaif of the President, the Department of State, the Sec- 
retary of the Army, the Chief of Engineers, the Power Authority of 
the State of New York, and other interested agencies and individuals, 
testified in support of the project and of the main objectives of the 
bill. 

Congressional action was necessary since the Senate resolution of 
ratification contained the following provision : 

The United States on its part expressly reserves the right to provide by act 
of Congress for redevelopment, for the public use and benefit, of the United States 
share of the waters of the Niagara River made available by the provisions of the 
treaty, and no project for redevelopment of the United States’ share of such 
waters shall be undertaken until it is specifically authorized by act of Congress. 
[Emphasis supplied. ] 

Everyone who testified at that hearing favored the bill. Neverthe- 
less, after the heari ings were concluded in the 8ist Congress, the Presi- 
dent of the Niagara Mohawk Power Corp. inserted a letter dated 
August 15, 1950, which outlined a plan by which his company would 
take over Niagara Falls for private redevelopment; redevelopment 
which I shall show later would be primarily for the benefit of his 
company and the other four private utility companies in the area in 
direct contravention of the Senate reservation. 

There is little need to burden you gentlemen with a recital of what 
ensued thereafter. It is a matter of record. The 81st Congress ad- 
journed without having taken action with respect to Niagara rede- 
velopment, and when the 82d Congress convened, the Capehart-Miller 
bill was introduced for the implementation of the Niagara Mohawk 
Power Corp. proposal. A third proposal was also introduced, popu- 
larly referred to as the Ives-Cole bill, which would have authorized the 
construction of the project by the State of New York, but without 
safeguards for the national and consumer interests. Senator Lehman 
and I felt that this proposal was but a disguised attempt to make the 
power available to private utilities at the bus bar, thus depriving the 
public of o benefit of low-cost hydroelectric power development. 

This year, however, the issue is clear. The confusion injected by 
a proposal for State development has been abandoned. The pure and 
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simple issue today is whether a great public resource is to be given 
away to a few power companies to be exploited by these private 
monpolistic interests for their private be nefit, or whether the Ni lagara 
is to be developed in the cheapest possible way, retaining public 
dominion and permitting the people at large to enjoy the be eats 

I might say that the reason why the issue is so clear this year is 
that the former so-called Ives-Cole bill has not been introduced this 

‘ar. One of the sponsors of that bill, Represent: itive Cole, I believe 
testified before the committee yesterday in favor of the Capehart- 
Miller bill. 

[ am pleased to say that there is no issue as to the necessity of 
harnessing the power potential of Niagara Falls and River. There 
is no disagreement between the proponents of either the Capehart- 
Miller bill or the proponents of the Lehman-Roosevelt bill as to the 
dire shortage of power in the State of New York and the northeastern 
region of the United States. There is pressing need in this area for 
every kilowatt of electric power which can be developed whether by 
steam or water power. ‘The estimates of peak load 5 og wap nts in 
the Federal Power Commission region I submitted by the electric 
utility companies in the area and totaled by the Commission show a 
requirement of 20,550,000 kilowatts by the end of 1954. The Federal 
Power Commission estimates that by 1960 region I will require 
26,100,000 kilowatts. Thus, between 1954 and 1960 it estimated that 
there will be a load growth of approximately 6.2 million kilowatts. 
This would require new installations of substantiial generating capa- 
city in addition to the proposed St. Lawrence and Niagara foe 

Niagara redevelopment would result in a net increase of 1,330,000 
kilowatts on the United States side of the Niagara Falls. The St. 
Lawrence project would mean about 940,000 kilowatts. Obviously, 
therefore, there would have to be further substantial expansion of 
pr “es itely owned steam power capacity. 

s I stated above, there is no disagreement as to the need for power. 
The lisagreement is over the question, who shall develop the power / 
The private utility companies have been waging an all-out battle 
against the Lehman-Roosevelt bill. Hundreds of thousands of dol- 
lars have been spent in this effort. Official records of the Congress 
will show that private electric companies spend more money for lobby- 
ing in Washington than any other registered lobby in the country. 

I have here a pamphlet entitled “More Power From Niagara,” 
which was published by the five power companies in the Niagara area. 
You can see it if you like. It is not an ine xpensive pamphlet to pro- 
duce; it is on slick paper with fancy 3-color printing. It contains 
maps and pictures and it has a beautiful pictorial cover Hundreds 
of thousand of these have been distributed by the companies in their 
effort to capture this public resource. They argue in this pamphlet, 
as they have argued before both the Senate and House Committees 
on Public Works, that their proposal, that is, the ( Capehart-Miller 
bill which they favor, is a proposal to develop Niagara power “with- 
out public funds.” 

They do not say what I hope to make abundantly clear today, that 
what they seek is not only for the Government to cede them this public 
resource but also to subsidize them in its operation for all time. What 
they seek is not a saving of taxpayers’ money but rather an opportu 
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nity to preserve and protect their direct and indirect Government 
subsidy. 

I might say, to keep the record clear, during Mr. Dondero’s question- 
ing of Senator Lehman the Senator did not accurately answer one 
question as to whether the private power companies in New York State 
have increased their rates recently. In the last 2 years I am told that 
every private power company in New York State has increased 1 
rates, 

1 would like permission, Mr. Chairman, to submit the figures on that 
in writing oh sae og form to the two respective chairmen of the respec- 
tive committees at a later date. 

Senator Busu. Wi ithout objection, the request is approved. 

Mr. Roosrverr. The Federal Power Commission study makes it 
clear that St. Lawrence and Niagara power generated by facilities 
which would be publicly constructed and oper ‘ated could tr: ansmit and 
wheel power over interconnected systems into New York, New Eng- 
land, Pennsylvania, and Ohio, at less than 5 mills per kilowatt hou 
+ mills per kilowatt-hour. Power which the Niagara Mohawk Corp. 
is selling in this area is being ‘le vered to industrial installations at a 
rate in excess of 8 mills per kilowatt-hour. 

I believe that was corroborated by the testimony of the president of 
the Niagara Mohawk yesterday. 

The Government is already spending hundreds of millions of dol- 
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lars because of this difference a 5-mill difference. If the private com- 
panies de ve lop Niagara, the Gover ment will have to continue to foot 
this bill for all time. Let me show and explain this indirect Govern- 
ment subsidy of the private-power monopolies. 

Because of the unavailability of reasonably priced energy in north- 
ern New York, an aluminum plant, vital to the economy and defense 
interests of the Nation, was forced to close after World War II. This 
plant with 3-mill power or even 5-mill power could have and probably 
would have continued in operation. 

At the advent of the Korean war, the Nation’s need for aluminum 
production became acute. The Government urged the Aluminum Co, 
of America to reopen this closed-down plant at Massena, N. Y. (a plant, 
incidentally, which ALCOA bought from the Government after World 
War IT at about 10 cents on the dollar, since the plant was considered 
virtually useless because of the high prevailing power rate in the area). 
That is subsidy No. 1. The Government finally persuaded ALCO to 
reopen the plant and entered into a contract for this purpose, but look 
at the price the taxpayers had to pay to reopen this plant. 

The Government gave ALCOA $5 million to reopen the plant, since 
this was judged to be the cost of starting up the defunct aluminum pot 
lines. But even so, ALCOA pointed out they could not economically 
produce aluminum at this Massena, N. Y., plant. They could not eco- 
nomically produce aluminum, they said, if the y were required to pay 
more than 5 mills per kilowatt-hour for power, and the prevailing rate 
for power was 8 mills per kilowatt-hour. Because the United States 
needed aluminum the taxpayer had to subsidize the production of alu- 
minum at this plant by agreeing to pay the difference between 5 mills 
per kilowatt-hour and whatever price ALCOA was required to pay 
the private power monopoly interests. 


34300. 
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Because of the high power rate in the area which had forced its 
shutdown it was not until October 1951 that this plant became opera- 
tive. This was 16 months after Korea. It was after 16 months of 
enduring an aluminum shortage which deprived the Nation of one of 
its most essential war materials. 

But that is not all of the taxpayers’ burden because of the high 
private-power rate. In addition to the $5 million which the taxpayers 
paid to reopen this plant they have been paying each month for each 
kilowatt-hour used in producing aluminum the difference between 5 
mills per kilowatt-hour and over 8 mills per kilowatt-hour. Between 
October 1951 and March 31, 1953, the taxpayers of the United States, 
therefore, subsidized the private power companies by picking up the 
bill for this difference, a difference which in that period of time has 
amounted to $5,962, 19.43. Almost $6 million has gone out of the 
United States Treasury to pay into the treasury of the private power 
company which services the ALCOA plant. No wonder these com- 
panies oppose the public construction of Niagara. 

Public construction would mean less than 3-mill power for this 
aluminum plant. Private construction given today’s construction 
costs could not deliver Niagara hydroelectric power at much less than 
8 mills per kilowatt-hour. Therefore, as long as the defense interests 
of the United States require the production of aluminum in the 
Massena, N. Y., plant, the taxpayers would still me paving out almost 
$6 million every 18 months for the differential in power costs. Does 
this sound as though the private power companies really are interested 
in saving the taxpayers’ money / 

However, this bonanza they are after—this “give-away,” this sub- 
sidy by the taxpayer which they demand—would not be limited to a 
mere $6 million every 18 months. I think their patriotic instincts 
could survive their drive for a mere 6 million Federal subsidy. The 
“give-away” they are after, the opportunity to raid the Public Treas- 
ury they seek, w hile claiming they would construct the project without 
the use of public funds, is much bigger than this $6 million. 

Let me show you just how big a prize the private utility companies 
are after, so that you will understand the reasons behind their con- 
certed propag randa effort. Here is a table which shows the value of 
military prime contracts and construction contracts awarded between 
July 1, 1950—immediately ates the Korean war started—and Decem- 
ber 31, 1952, a period of 21% years. The table is on the following 
page, that is, page 6, of my statement. 

This table shows the v: alne of the prime contracts awarded in States 
which could economically be served, through appropriate wheeling 
arrangements, by the power potential of the Niagara and the St. Law- 
rence. ‘Those are prime military contracts. 

It is true that the table does not necessarily reflect the precise value 
of defense production in those States since a portion of the prime 
contracts was undoubtedly subcontracted for production elsewhere. 
On the other hand, it is logical to assume that a portion of the prime 
contracts awarded in other States were subcontracted for manufac- 
turing to be done in these States. It therefore most likely balances 
out, and the figures are at least indicative. 

You will see that the total of prime contracts is almost $35 billion, 
which is 41 percent of the total defense contracts of the United States. 
This is only since Korea 
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The table is as follows: 


, 


Value of military prime contracts awarded July 1950-—December 1952 in States 
which could economically be served by proposed Niagara and St. Lawrence 
projects 


Connecticut 

Maine 

Massachusetts 

New Hampshire 

New Jersey 77 2 000 

New York »7 700, 000 

Ohio 77, 297. 000 

Pennsylvania 32. 998, 000 

Rhode Island 82, O00, OOO 

Vermont 95, 608, 000 
Total $1, 930, 822, 000 


Centract not included above > 7 870, 000 
Total 4 34. 712. 692. 000 


1 Does not include contracts of less than $10,000 except Navy contract $5000 to $10,000 for fi 
1951, and Army contracts of $5,000 to $10.¢ 00 from July 1, 1950, t c. 31, 1950. For period July 
Dec. 31, 1952, these totaled $6,785,049,000 for entire | d State 

2 Arrived at by assuming that excluded contracts described in »ve were distributed in same ]| 
centage. Hence, 41 percent of $6,785,049,000, 


Source: Munitions Board report 3B 


From the table on the preceding page you will note that 41 percent 
of the total military procurement during this period was in these 
States. The total value in $34,712,692,000. The Economic Division 
of the Legislative Reference Service of the Library of Congress, having 


made a study of these figures as well as other data available to them, 
concludes that the cost of electric power to produce material required 
by defense contracts in this magnitude s probably in excess of S200 
million. The Industry Division of the Bureau of Census, having 
made a study of power rates in the area and the percentage of ich 
sales dollar represented by power costs, informs me that it is s af to 
assume that 0.8 percent of each dollar of defense materials shipped 
represents the cost of power. 

If you use that 0.8 percent figure, you realize that miltiary procure 
ment has paid $277,701,536 for power in this 10-State area between 
July 1, 1950, and December 31, 1952 

Using the 1949 figures of the Federal Power Commission for the 
cost of transmitted and wheeled power from Niagara, in the event 
Niagara is developed publicly, adjusted by a 20-percent increase for 
1953 costs, you find it is only 35 percent of what the Niagara Mohawk 
and its related and similar companies are charging for power. It is 
2.85 mills per kilowatt-hour against 8.1 mills per kilowatt-hour of the 
private companies. 

Therefore, if these defense contracts had been produced with pub 
licly generated Niagara power, instead of military expenditures being 
burdened by power costs of almost $278 million, the power costs in- 
volved in defense procurement in this area would have been only 
slightly more than $97 million. The Government could have saved 
$180,505,978.40 if we had public power in this area. Instead, this 
$180 million was paid out to defense contractors who in turn had to 
put it in the coffers of these private power companies. 
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That is what I mean by the indirect subsidy to the private power 
colpanhiles, : 
The Government has thereby indirectly paid out to these private 
power con pahiles since IKKorea almost half ot what it would have cost 
to build this Niagara project and it still has no Niagara project. The 
Government has paid out one-fourth of what it would have cost to 
build both the Niagara and the St. Lawrence project, and it still has 
her the Niagara nor the St. Lawrence project. Poor taxpayer. 


Incidentally, Mr. Chairman, this does not take into consideration 
the tax-amortization certificates of the last 3 years that have been 
eranted to these private power companies in this area. I do not have 


the breakdown of exactly the total. I have, however, the national 
breakdown and I am asking the agency to give me the breakdown for 


these Spt eifie areas. But since Korea 605 electric-power projects have 
received certificates of rapid tax amortization. ‘This totals $3.7 bil- 
lion, of which $1,700,000,000 is for r: ipid tax amortization. That is, 


cnly 200 applications have been turned down, and they only amount 
1 ih 


XQ 
As I said, those are figures for the Nation and I am getting the 
i 


breakdown for this New England-Northeastern region. 
As a matter of fact, Mr. Chairman, I am sure that one of the ques- 
tions this committee should ask of the five companies is, if they got 


through this Miller-Capehart bill the right to proceed on private con- 
struction, I think they should inform this committee as to whether 
they would then turn around and ask for tax-amortization certificates 
for the project. 1 think that would be very interesting, because it 
might reflect another subsidy that they contemplate. 

if the Congress were to enact ~ Capehart-Miller bill, the project 
would be built by private funds, but every 5 years as long as our 
national interest requires defense expenditures at anywhere near the 
current level, the Government indirectly will be paying the cost of 
this project. Does that sound like Niagara Mohawk and its related 
and companion companies would be building it at no expense to the 
kaxpayerst 

{nd when you talk about loss to the taxpayer, if this project is to 
be built by the private monopolists who will charge about 8 mills per 
kilowatt-hour, how much of the profits of the companies in the area 
producing consumer goods, profits which would otherwise be taxable 
by the United States, will go to the payment of fancy utility executive 
salaries?’ How much will go for printing of fancy pamphlets, like 
the one I showed you? How much will go for their gigantic adver- 
tising false-propaganda campaign, which is tax deductible? 

When Representative Miller testified before the House Committee 
on Public Works in the 82d Congress, on September 20, 1951, he 
stated : 


It is my understanding that adequate and irrefutable evidence will be pre- 
sented to this committee that private enterprise is able and ready to finance the 
power redevelopment in its entirety, so that it can be accomplished without the 
use of $1 of public funds. When our taxpayers are already staggering under 
the load of heavy taxes because of expenditures for mobilization and defense 
and for economic and military assistance to other nations, why should we use 
$350 million of their money for something which private capital is ready, willing, 
and anxious to do? I would rather see those public dollars going into tanks, 
guns, or airplanes. 
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Incidentally, he repeated this statement in his statement yesterday 
before this committee. 

I agree with Mr. Miller. Lk too. would rather see public dollars 
produce tanks, guns, or airplanes than line the pockets of utility 
executives. And I agree that “our taxpayers are already staggering 
under the load of heavy taxes because of expenditures for mobiliza- 
tion and defense * * *,” expenditures which indirectly subsidize 
the private utility monopolies. I would rather see it go into the 
Public Treasury rather than into the pockets of the private utility 
monopolists I described above. 

It is for this precise reason I would like to see the Congress take 
some constructive action to relieve the taxpayers of a part of this 
high-cost pone burden in the future. I would rather see the Govern- 
ment invest $350 million to $400 million in constructing the Niagara 
project, knowing that (a) the project will be self-liquidated within 
11 years; (6) the Government will save the cost of the project every 
5 years through reduced power costs for defense expenditures—every 
5 years we will have paid this off by the savings in our defense ex- 
penditures; and (¢c) the consumers who are already overburdened, not 
only by taxes but by high prices as well, will be able to save money 
by paying less for power and less for the manufactured goods which 
require power. 

The other arguments which the utility companies advance in their 
fancy pamphlet and their other high- priced propaganda are just as 
fallacious, just as untrue, and just as devious as their argument that 
they would construct the project “without public Sands," 

They say the Government should not construct the Ni: gara project 
because “no functions of Government (are) wh d.” I do not think 
I need argue at any length the fact that the interests of the consumer 
and an ultimate saving In taxpayers’ money is an appropriate function 
of Government. They admit on page 8 of their pamphlet: 

It has long been recognized that when electric power is created in connection 
with flood control or other proper governmental functions, the Government has 
the right to dispose of that power to help repay some of the cost of the project. 

But they go on to say on the same page of the pamphlet : 


In the case of the Niagara River project, however, no such collateral functions 
are involved. This is purely a power project. 

Now, let us look at that. This is just not true. There are at least 
three other collateral functions involved and the report of the Corps 
of Engineers and the testimony of Colonel Schull before the House 
Committee on Public Works in the 82d Congress will bear me out. 
Incidentally, Colonel Garges’ testimony yesterday before this com- 
mittee will also bear me out. 

The Government under treaty with Canada has a responsibility 
which it undertook in behalf of all of the people of the United States, 
by article II of the treaty— 
to complete * * * the remedial works which are necessary to enhance the beauty 
of the falls * * 

Also, there are navigation works involved. Colonel Schull stated 
this when, on page 17 of the hearings conducted by the committee in 
the 82d Congress, he said: 


The development of the power project does have an effect on navigation. 
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I believe Colonel Garges certified to that same fact yesterday. This 
project does involve navigation. 

The third collateral function of the United States which it cannot 
and should not delegate to a private company is the construction of 
works necessary for flood control in the area. 

There is only one argument which the private interests have raised 
in the past which has ‘made any sense. It is that private ownership 
of the facilities would result in the payment of State and local taxes. 
in this connection I respectfully refer the committee to section 3 (b) 
9 of the Lehman-Roosevelt bill, which provides for payments to State 

and local authorities in lieu of taxes out of proceeds of the power proj- 
ect. In other words, under our bill the State and local communities 
will not lose one dime of the taxes they would collect if the private 
power monopoly were to construct it. : 

Public development of Niagara will not in any way reduce the State 
and local tax revenues. In fact, their residents will get che: aper power 
and this cheap power will attract new business, as it has in the TVA 
area and the Northwest. This in turn provides much new taxable 
property to these communities and the State, and so increases State 
and local tax revenues. That is what has happened in the TVA area 
and what has happened in the Northwest. 

I think it should be clear to the committees of both the Senate and 
the House that the advantages of public development of the Niagara 
are manifold as well as manifest. Through public development we 
will preserve the multipurpose nature of the project. Public develop- 
ment will mean lower power costs for defense industries and thereby 
2 direct saving to the Government and to the taxpayers. Public devel- 
opment will mean lower power costs for nondefense industrial uses 
and therefore additional tax revenues to the Government or greater 
savings to consumers. Public development would also, of course, rep- 
resent a tremendous advantage to consumers through the reduction 
of residential and rural farm bills for electricity. This can probably 
best be illustrated by comparing the average bill for 100 kilowatt-hours 
of residential electric service in cities with a population of 2,500 and 
more for 4 States which are serviced by the Tennessee Valley Author- 
ity, 3 States serviced by the Bonneville Power Authority, the State 
of New York, and the New England States. They are as follows—I 
set. forth the difference in rates which, I am sure the committee will 
agree with me, is a rather startling difference: 


1952 average monthly bill for 100 kilowatt-hours use 


TVA and New York and 

Bonneville New England 
Tennessee Sie dialan ts ‘inne A eb CUR ROOCOIEE oc siucinankestuatus $3. 83 
Washington a aie 4 RS a s mn 
Alabama Seeeoeeseeeee | ee ee 
Oregon ecg a eS ees 3. 07 | Rhode Island eee a ee 4. 60 
Kentucky __ ee: New Hampshire_____ dudes ice. (ae 
Idaho = si a ee 26 | J.) a ee 
Georgia “4 cecaccsney TC MNO TE NOI eden Fe iach mais see ans Ee 


These average monthly bills compare with the U nited States average 
for similar service of $3.76 per month. You will therefore note that 
in each of the States where the consumer is serviced by a public power 
project be pays a monthly bill for residential electric service of less 
than the United States average. The consumers in each of the New 
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England States and in the State of New York pay a monthly electric 
bill which is considerably higher than the national average. 

In addition to all of these advantages to be derived from the con- 
struction of the Niagara project in accordance with the Lehman-Roose- 
velt bill, there is an additional factor which must be considered. 

The Capehart-Miller bill does nothing to protect the interest of do- 
mestic and rural consumers, it contains no safeguards for the interests 
of public agencies and cooperatives. In this respect, the enactment 
of this bill would turn back the clock on more than 20 years of the de- 
velopment of our Nation’s great public power potential in the publie 
interest. 

The State of New York enacted the first State Power Authority Act 
in this country in 1931, after repeated recommendations by Governors 
Smith and Roosevelt. The authority consistently recommended pub- 
lic development of St. Lawrence-Niagara power and public transmis- 
sion of power to load centers, as well as marketing preferences for pub- 
lic bodies and cooperatives prior to the time when Governor Dewey 
uppointed a new board of trustees to control the authority in March 
1950. The present chairman of the New York Power Authority, Mr. 
John E. Burton, opposes marketing preferences. At least, that is my 
understanding of his testimony before the Federal Power Commission 
in connection with the New York State license for the St. Lawrence. 

He says he is against marketing preferences, because, “how are the 
people of the State of New York and the people of the northeastern 

region going to enjoy the benefits (of power development) if you drain 
them off for public uses?” 

I have asked before, and I ask again, who are these people whom 
Chairman Burton desires to protect against the public ‘ 

His predecessor, Major General Wilby, had stated that the assertion 
of public rights to the power resources of the St. Lawrence and Ni- 
agara has been directed against what he called “a powerful combina- 
tion of utility corporations and promoters which has sought for years 
to obtain control of this heritage.” 

I might say one of the first opponents of this powerful combination 
of utility corporations and promoters was my uncle, President Theo- 
dore Roosevelt, who was so often referred to during the recent cam- 
paign by President Eisenhower. 

The determination to provide marketing preferences in the develop- 
ment of national water resources had its beginning in the Republican 
administration of President Theodore Roosevelt—I had forgotten I 
had covered it. The question of how hydroelectric sites were to be 
developed was debated actively by the Congress of the United States 
as far back as the early 1890’s. Preference for the acquisition of 
hydroelectric power by ae and other public agencies was 
first enacted into law in the Reclamation Act of 1906, It was followed 
in the Raker Act of 1913, and again clearly enunciated in the Federal 
Water Power Act of 1920. 

In the early days of hydroelectric development, electric-distributing 
cooperatives were virtually unknown. As these cooperatives devel- 
oped and grew, however, they were included in the preference provi- 
sions of congressional legislation, and the attitude of the Congress 
toward preferenc e acquisition for public bodies and cooperatives was 
made clear in the Boulder Canyon Act of 1929—when President 
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Hoover was President; the TVA Act of 1933; the Rural Electrifica- 
tion Act of 1936; the Bonneville Act of 1937; the Fort Peck Act of 
1938; the Reclamation Project Act of 1939; and the Flood Control 
Act of 1944. 

The Federal preference clause was enacted partly to prevent the 
wholesale power from being dumped at the bus bar to private-power 
monopolists who usually enjoy a preference position by having their 
lines already there or by being able to build them there first. In this 
ago of farflung, interconnected power systems capable of providing 
wholesale power at a cost lower than that of small independent gen- 
erating stations, municipalities and cooperatives which desire to ob- 
tain power are often severely handicapped economically unless they 
can obtain this power at costs comparable with those of a well-run 
interconnected system. 

I might add, before I go into this next paragraph, that I think 
the section in the Lehman-Roosevelt bill which is called the preference 
section might be better called the equalization section. I say that 
because its real purpose is to put on an equally competitive basis the 
cooperatives and municipalities, and other governmental agencies, 
with the big private distributing companies. 

I have complete faith in the competitive system as a means of 
assuring the American people the lowest possible costs. We must 
recognize, however, that in the field of electric-power supply, when 
we are dealing with a natural monopoly, the ordinary competitive 
methods of price determination do not apply. 

I read my colleague’s, Mr. Miller’s, testimony yesterday, and he 
said that this was not really a question of private power against 
public power, but a question of private enterprise against socialism, 
and that if we passed the Lehman-Roosevelt bill here we were in 
effect doing the same thing as having the Federal Government or a 
governmental agency taking over the manufacture of automobiles, 
rubber tires, and other consumer goods. 

That is a completely fallacious and misguiding—purposely mis- 
guiding—comparison. This is a case of a natural monopoly which 
is, by its very nature, not competitive. The sale of automobiles, and 
rubber tires, and consumer goods, is, of course, competitive and has 
no relationship whatsoever to this problem. 

The principle that private-power monopolies should not be left 
free to dictate monopoly rates to consumers has been invoked in the 
regulation of utility rates by almost every State in the Union. The 
State public-service commissions, which have been given the respon- 
sibility of rate regulation, have not always had available competitive 
standards which they could apply in the setting of appropriate rates. 
And they have groped, none too happily, in their efforts to translate 
costs into prices, 

The President’s Water Resources Policy Commission in 1950 found 
a considerable body of evidence, which I believe this committee cannot 
ignore, to the effect that the marketing policies of the Federal Gov- 
ernment with its preference provisions had a salutary effect on the 
level of electric rates in the regions in which it has been operative. 
In those areas of the country in which public agencies and coopera 
tives are assured of preference for public power, they have been able 
to buy power from private companies at rates a little more than half 


ee 


NIAGARA POWER DEVELOPMENT 165 


as high as the rates private companies charge for similar power in 
areas where Federal projects do not exist. 

The yardstick which develops as a result of the availability of a 
preference to public agencies = cooperatives would simil: urly tend 
to reduce the rates charged by private companies for the wl holesale 
pure ‘hase of power by these agencies in the northeastern region of the 
United States. Wholesale power rates are not regulated in the State 
of New York. I should emphasize that the wholesale power rates 
are not regulated in the State of New York, but only the retail rates. 

Without the competition possible through this type of preference, 
wholesale rates to public agencies and cooper: atives would continue to 
be set by the unbridled action of the private utility companies. 

I want to make one thing absolutely clear: While I advocate public 
development of the Niagara project for all of the reasons which I 
have set forth, I am not seeking to put the private utility companies 
out of business, nor am I seeking to bankrupt them. I believe in 
private enterprise, but where, by the inherent nature of the com- 
modity, private enterprise is monopolistic, regulation by Government 
and Government-induced competition often is necessary. 

The public construction of the Niagara project, and for that matter 
of the St. Lawrence project, will not put the private utility companies 
in that area out of business. The Niagara and the St. Lawrence alone 
cannot possibly serve the power demand of the region. Additional 
power facilities are and will continue to be necessary. I pointed out 
in the beginning of my testimony that the Niagara redevelopment, 

resulting in a net maximum increase of 1,330,000 kilowatts of hydro- 

electric capacity plus the St. Lawrence project with a maximum of 
940,000 kilowatts of installed capacity, will not begin to meet the 
estimated additional capacity needed for the New York, New England, 
Pennsylvania, and Ohio area. St. Lawrence and Niagara would total 
just slightly over 2 million kilowatts of additional capacity from 
which, if construction were started today, there would be no power 
generated for several years. This compares with an estimated increase 
of required capacity in that area of 6 million kilowatts by 1960. So 
we are only talking of one-third of what the estimated need will be 
by 1960. 

Obviously, and as I have already stated, there must be a further 
substantial expansion of privately owned steam power capacity—some 
4 million kilowatts by 1960. This will enable the private utility com- 
panies in the area to expand rather than requ aa them to contract. 
It has been this Nation’s experience that where private companies 
operate in competition with public power sold with a marketing 
preference for public agencies and cooperatives, steam-power rates 
tend to go down also. 

I might say 1 factor might be if this thing were settled on the 
Niagara and St. Lawrence so that the public were developing these 2 
projects, the 5 utility compi anies migh i up their fancy propaganda 
and advertising campaigns, and that would be a considerable saving 
to the consumers. 

There is no evidence that such a reduction of rates would in any 

yay injure the five major private power companies now operating 
in the State of New York. The President’s Water Resources Policy 
Commission in its 1950 report analyzed the financial record of power 
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companies which are predominant in the area served by public power 
projec ts granting preference to munic ipalities and cooper atives. 
This report reveals that throughout the period from 1937 to 1950 
these companies have consistently enjoyed satisfactory earnings and 
profits. Their annual rates of return have in general been above the 
level which regulatory commissions have considered fair and reason- 
able, and they compare favorably with the average for the United 
States as a whole. 

It is almost axiomatic in the utility industry that a low-rate, load- 
building policy results in more st: able profits for the private utility 
industry itself, as well as for the important industries which supply 
electrical machinery and appliances. ‘The purpose of the preference 
clause has been to enhance the in: idequate bargaining power of the 
small customer in dealing with the private company. The construc- 
tion of public power projects operating with a marketing preference 
arrangement has been in the best American tradition of inducing com- 
petition in a free-enterprise system, and it has had the wholesome 
effect by making reasonably priced energy available to the greatest 
number. 

I sincerely trust the committee will recognize the many advan- 
tages of public development, will recognize the need for preserving 
the multipurpose nature of the Niagara development plan, the ad- 
vantages to be derived from lower-cost power to consumers, and will 
recognize the great savings to the taxpayer which result from lower 

ower costs. The enactment of the Lehman-Roosevelt bill would give 
us all of this. It would prevent a giveaway of our public resources; 
it would put a stop to the payment of hundreds of millions of dollars 
of taxpayers’ money to subsidize private power companies. 

The Lehman-Roosevelt bill, I believe, meets the objections of those 
who fear to vest the control of power projects in the Federal Govern- 
ment. Our proposal would vest control of this project in the State 
of New York, surrounding that grant hy proper safeguards. 

I might say I think the only real difference between Governor Dewe 
and Mr. Burton’s position as formerly set forth in the Ives-Cole bill, 
and the position of Governor Lehman and myself, is over the ques- 
tion of preference. We both aim ultimately to have the State of New 
York and possibly the New York State Power Authority own and 
operate this project. 

I commend the Lehman-Roosevelt bill to your consideration and 
respectfully urge its prompt recommendation to your respective 
Houses of Congress. 

For your convenience, I submit herewith an analysis of the Leh- 
man-Roosevelt bill, as well as a description of the differences between 
the present version of the bill and the Lehman-Roosevelt bill of the 
82d Congress. 

Now, Mr. Chairman, I would like to add extemporaneously 1 or 2 
points that have come to my mind since this statement was prepared. 

I note in this morning’s paper that President Eisenhower at his 
press conference is reported to have stated that he favors development 
of the Niagara by a New York State public agency, probably the New 
York State Power Authority. I think that is certainly in line with 
the precedents of such great Republicans as my uncle, Theodore Roose- 
velt; as the Chief Justice of the Supreme Court, Mr. Hughes; of 
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Senator Ives, until recently; and certainly of Governor Dewey. In 
addition to that, Bob Moses, one of the most outstanding citizens and 
public servants of both the city and State of New York, as chairman 
of the New York State Council of Parks, announced that that council 
of parks under his leadership is strongly opposed to the Miller-Cape- 
hart bill as a giveaway, and supports either State development, public 
development, or the formula set forth in the Lehman-Roosevelt bill. 

Now, Mr. Miller yesterday claimed that labor was overwhelmingly 
behind his bill. I would like to take the committee’s time for just 
a moment to analyze that remarkable statement. He claimed that 
the New York State Federation of Labor was in favor of his bill. I 
checked that statement and I find that the New York State Federa- 
tion of Labor is not in favor of his bill, but has refrained from taking 
any position in deference to one of its member unions, the IBEW, that 
is, the International Brotherhood of Electrical Workers. 

However, the ClO—and I believe the Textile Workers Union of the 
C1O is submitting a statement—the CIO is one? in favor of the 
Lehman-Roosevelt bill and opposed to the Miller-Capehart bill, except 
for one of its component unions, which is the Pub le Utility Workers, 
CIO, who, incidentally, I am proud to call my friends on every issue 
except this. 

I think that both these unions—both the AFL and the CIO unions— 
who are serving in this utility field, are misguided unfortunately, and 
have put perhaps their own selfish interests above those of the rest of 
the labor movement, and certainly of the consuming public. 

Mr. Chairman, for the moment that completes my remarks, and I 
want again to express my appreciation to the committee for giving 
me this opportunity to appear. 

Senator Busu. Have you any questions, Mr. Dondero? 

Mr. Donvero. Yes, I have one or two. 

Mr. Roosevett. I am not surprised, George. 

Mr. Donprero. How do you explain the attitude of the people up 
there in upper New York State in flooding this committee with com- 
munications—people in all walks of life, including 20 separate labor 
unions—in asking this committee to pass or report out favorably the 
private enterprise bill, the Miller-Capehart bill ? 

Mr. Roosrveir. Mr. Dondero, I explain that in two ways. 

First of all, I would say that that is a tribute to the remarkable 
props aganda campaign carried on by the five private utility companies. 
I have r ‘ead their ‘advertising campaign in national monthly and 
weekly magazines, in farm magazines such as the Rural New Yorker 
of my own State, the American Agriculturalist, the New England 
Homestead. I do not think that these communications to the commit- 
tee represent the basic public opinion of the people of either the area 
or of the State. 

I point out to this committee that in 1950, in the gubernatorial cam- 
paign both the Republican and the Democratic Parties have called 
in their platforms, and their candidates in their campaigns—both our 
former colleague, Mr. Lynch, who was the Democratic candidate, and 
Governor Dewey, the Republican candidate, as well as both candi- 
dates for the Senate, Mr. Hanley and Senator Lehman—have called 
for public development of the Niagara and the St. Lawrence. The 
only difference then as it is now is the question of this preference 
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clause. Also I would say, it is rather indicative of the political impli- 
cations and of the public support of public development that Mr. 
Burton, representing Governor Dewey, is quite violently opposed to 
the Miller-Capehart bill. I have an excerpt from a statement he is- 
sued vesterday in which I believe he referred to Mr. Miller’s statement 
as—and I believe Mr. Burton is here and I am sure he will want to 
testify later on, but I will just read you one nice little phrase from 
his statement of yesterday : 

If Mr. Miller’s bill should become law I prophesy that the private companies 
would not produce any kilowatt-hours from Niagara before a future Congress and 
the future administration would reverse this particular grab. 


He also Says: 
Mr. Miller does not remember the famous clashes between Governor Smith 


and Governor Miller in the twenties. Waterpower policy has been a burning 
issue in New York since before Congressman Miller was born. 


And so forth. 

I think that Mr. Dewey, who is a pretty good judge of the political 
temper of the State of Ne »w York, is scramb ling back off a position in 
which he might find himself in favor of the private utility grab here, 
and he is going to be more forcefully for State deve lopme nt than he 
has been in recent months. 

I point out that until very recently Senator Ives has been for New 
York State public development. I must say frankly I do not under- 
stand w - hap pened to Senator Ives. I notice that he has had a 
change of administrative assistants. Perhaps that has something to 
do with it, but I wouldn't know about that. 

So, Mr. Dondero, the communications that have come to this com- 
mittee on this issue represent either misguided or special interest 
groups and do not represent the broad, overwhelming public opinion 
in favor of public development of this project. 

Mr. Donprro. And you think that the majority of the opinion up 
there still favors granting this license, or letting the Federal Govern- 
ment de ‘velop this power? ¢ 

Mr. Roosrvetr. I think the overwhelming public opinion is in favor 
of constructing the project. They do not care who does it, provided 
the State of New York owns and operates it under a public agency, 
and the consumer, protected by an adequate preference clause, gets 
the benefit through cheaper power. 

The reason why we have put this in our bill for the Federal Gov- 
ernment to build it and then turn it over the the State, is in order 
to get a contract between the Federal Government and the State 
public agency whereby the preference clause will be part of the 
contract, 

The reason why I oppose the State of New York Power Authority 
getting a license from the Federal Power Commission at this point 
is that I do not believe under the statements which Mr. Burton has 
made in connection with the St. Lawrence—I do not believe an 
adequate guaranty of preference would be inserted in that license. 

I might point out to the committee for its consideration that after 
Mr. Burton’s testimony before the Federal Power Commission in 
connection with the St. Lowrence, and his remarks about preference, 
I offered an amendment to the Federal Power Act which would make 
it mandatory that the Federal Power Commission insert a preference 


or 
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clause in any license that it grants in connection with the St. Lawrence. 
That bill is pending before the Congress now. 

Mr. Donpero. I come from an area where we do not have public 
power. When we need power in the Detroit, Mich., area, private enter- 
prise borrows the money and provides the expansion of the power 
it needs. We have never had any complaint at any particular time. 
We get along in great shape, and we are satisfied. Now, if private 
enterprise is as bad as you have pictured it here this afternoon, do 
you think we ought to continue to have private enterprise provide 
about 80 pe ree nt of the power of this country, or should we turn it 
all over to the Federal Government? You wouldn't stand for that, 
would you ¢ 

Mr. Roosrevetr. Mr. Dondero, if you listened to my statement care- 
fully, 1 emphasized that not only do I —— it necessary for pri- 
vate companies to continue in this field, but I point out that there is 
a need by a for them to increase production by priv: a produced 
power by t million kilowatts, in the next 6 years. So I believe that 
private enterpr ise should continue in this fie I l, 

My only regret is that the State of Michigan does not have such 
a wonderful resource as the people of New York State have in both 
the Niagara Falls and the St. Lawrence, which is their resource and 
does not belong to a private company. It belongs to the people of the 
State of New York, and, every Governor of the State of New York 
has said that since Teddy Roosevelt was eee 

Mr. Donpero. Who do y you think would be interested in the $23 
million in taxes that this project would produce, | provi ling it is turned 
over to private e nterprise, excepting the peop le of the 48 States? If 
that money is not paid into the Federal Treasury, the people of my 
district and my State, and all of the other States, have to make up 
that tax. 

Mr. Roosrverr. Mr. Dondero, there are not $23 million paid by this 
in Federal taxes—— 

Mr. Donprero. That is the estimate. 

Mr. Roosrverr. Yes, but it is not paid to the Federal Government. 
if you will review what the president of the Niagara Mohawk said 
yesterday— = 

Mr. Donprro. That includes some local taxes. 

Mr. Roosreverr. It includes mostly local taxes, Mr. Dondero, and I 
have the figures right here. Here it is. Federal taxes, $9,700,000; 
State taxes, $4,300,000; local taxes, $9 million. 

All I will agree with you would happen if the Lehman-Roosevelt 
bill passes, and this is operated by the State of New York Power 
Authority, is that the $9,700,000 now coming to Uncle Sam would have 
to come from the whole people somewhere else, and we would pay our 
just share. And I might point out to you that New York State pays a 
fabulous portion, some 15 percent or 20 percent, of the total F ‘ederal 
taxes of this country. So the net effect would be actually that the 
Federal Government will be getting perhaps $6 million less than it is 
now, and than it would be under private development. 

I want to point out to you also that you are talking about $9,700,000 
in taxes. 

Mr. Donprro. No. I am talking about $23 million, because the local 
people would also lose that tax. 
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Mr. Rooseverr. Oh, no. Under my bill the local and State taxes 
will be paid by the power profits. Funds in lieu of taxes which will 
be equal to the taxes will be paid to the State and localities. I am 
sorry you have not read my bill more carefully, Mr. Dondero. 

Mr. Donvero. I followed you pretty carefully. In fact, you had 
me frozen to my chair. 

Free enterprise made this country and I am a firm believer in it. 

Mr. Roostveitr. Soam I. 

Mr. Donprero. And you are either for that or a different form of 
Government in the United States. 

Mr. Roosrvetr. No, sir. That is not the alternative. The alterna- 
tive is whether the Federal Government can do that itself. You missed 
my whole point. Uncle Sam’s taxpayers are indirectly subsidizing 
these priv: ite utilities to the tune of $187 million since Korea. We 
could have built half of the Niagara project out of that saving, and 
you are worrying about $9 million in Federal taxes. The difference 
is about $180 million, and I would rather save the taxpayer $180 
million than $9 million. 

Mr. Donpero. Of course, I cannot accept your statement. 

Mr. Roosrverr. Don’t you want to save the taxpayers $180 million ? 

Mr. Donpero. That is just a matter of mathematical calculation you 
take out of the air. 

Mr. Rooseverr. Out of the air? These figures are taken from the 
Bureau of the Census and taken from the records of this company, 
Aleoa, and the Defense Department contracts in this area. You point 
out one single error I have made in this statement. 

Mr. Donvero. I want to ask you a question. You had something 
to say about putting the public power interests on an equal—and you 
use the words “equal competitive basis with private enterprise.” If 
you want to use the word “equal,” why don’t you relieve private enter- 
prise from the taxes that the Government does not pay on this kind 
of power project ¢ 

Mr. Roosrvetr. I want to make the agency pay the same taxes that 
the private utility is paying, and that is what my bill calls for. 

Mr. Donvero. If you want to go still further than that and make 
them pay taxes on the same basis private enterprise must pay, I 
will have no quarrel. 

Mr. Roosrvetr. I will be very willing to make an amendment to 
this bill of mine that if this project is publicly developed it will pay 
in lieu of taxes the same amount as the Federal taxes will be, that is, 
$9 million. Iam perfectly willing to add that. Now we are in agree- 
ment ¢ 

Mr. Donpero. Perhaps we had better say that you have come around 
to my point of view. 

Mr. Roosevett. No; I think you have come around to my point of 
view, because instead of the $180 million Uncle Sam is now paying 
in subsidy to these private power monopolies we can easily : afford to 
say $9 million in Federal taxes. That is only about one-twentieth. 

Ve would be glad to doit. It is a neat saving to the taxpayers and to 
the citizens of my State, who pay an awfully large share of the Federal 
taxes, and a neat saving in taxes to the whole area from Ohio up to 
northern Maine. 

‘ Mr. Donvero. Just one more point and I will give someone else a 
chance. 


aed 
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You have had something to say in criticism of the power companies 
puting in ads and in getting out a pamphlet for publicity purposes 
to present their point of view on this matter. I recall very well—and 
I think you do, too—that this Government appropria ited something 
like $75 million for publicity propaganda on the part of Government 
matters. You perhaps voted for it. In the last several years that 
is the amount appropriated for publicity writers for propaganda 
of the Government. 

Wouldn’t that be on the same basis? Do you want to criticize that? 

Mr. Roosrveitr. Mr. Dondero, I do not recall the figures. 

Mr. Donprro. That was $75 million annually. 

Mr. Roosevetr. I will accept your figures. I will say that out of 
the $75 million a very small percentage was for what would be consid- 
ered propaganda in the terms that I refer to this kind of publicity by 
the private companies, because we have had committees in the Congress 
raising Cain with the Federal agencies over this propaganda issue 
for as long as 1 remember—and I have been in the Congress only 4 
years, but it goes well back beyond that. 

I have been around this public-service business for some time. So 
I would say that there is a difference between information and propa- 
yanda. And, wherever there was propaganda involved, if this Con- 
gress had adopted a proposal I made yesterday, and I am going to 
make on every appropriation bill, that the President have an item 
veto, the President could have had the authority and power to knock 
out every single dollar of propaganda by the Federal Government. 

[ am against propaganda by the Federal Government. But, I tried 
to write letters to some of the farm papers and the weeklies upstate 
in answer to the Niagara Mohawk and the five-company propaganda 
drive, but I couldn’t even get them to publish my letters. I can’t pay 
for advertising. I’m just a little Congressman. But they won’t pub- 
lish my letters. 

Mr. Donvero. Apparently they are pretty intelligent people up 
there. 

Mr. Roosevetr. The editors are all Republican, if that is a qualifi- 
cation for intelligence. 

Mr. Donpero. It is. I won’t deny that. 

Senator Busu. Are there any other questions of the witness? 

Mr. Siru. Yes, sir. 

Senator Busu. Mr. Smith. 

Mr. Smiru. In regard to this matter about the question of the cost 
is the cost of these advertisements and pamphlets which we referred 
to in regard to this Niagara issue something which was considered in 
the cost schedule of these companies, and considered by the State 
Public Utility Commission in allowing them a return on the sale of 
power ¢ 

Mr. Roosevetr. It certainly is, Mr. Smith. These advertising cam- 
paigns are part of their cost schedule as submitted to the Public Utili- 
ties Commission, who sets the rates. 

First of all, I pointed out earlier, to correct Senator Lehman’s 
statement, that I am informed—and I am getting the figures which 
I will supply the committee later—that every private utility company 
in the State of New York has had an increase in its rates during the 
last 2 years. This advertising campaign is paid for really in two 
ways. First of all, it is an operating cost and therefore is deductible 
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on Federal and other taxes. Secondly, it is paid by the consumer be- 

‘ause the return to the stockholders of these companies has not 
dropped. The se ayesaeere have not paid for this. The consumers 
have paid for this, and Uncle Sam’s taxpayers have paid for this. 

Mr. Smrru. I was very much interested also in your information 
about the power costs up there in relation to the defense contracts 
that have been awarded in the area since the rebuilding of our defense 
operation be wan, following the Korean war. You madea compil: ation 
of the over: all defense activities in this area, and you took the power 
costs out of the defense contracts. All of that cost, of course, under 
these defense contracts 1s borne by the Government. 

Mr. Roosevetr. Yes, sir. It is all on cost -p us contracts. On those 
contracts that are negotiated, the power cost is, of course, included. 

Mr. Smiru. The Government, of course, has to assume that the cost 
for the power involved there is something that has to be paid for. 

Mr. Roosrverr. It totals up to almost $287 million that we, as 
Members ot Congress, have to authorize out of taxpayers’ moneys to 
be paid as a power factor in these contracts. If we had had public 
power instead of this 8-mill private power we would have saved the 


taxpayers and this is what I eall Uncle Sam’s indirect subsidy to 


these private utilities—S180 million since Korea. 

In the case of one plant, Alcoa, up at Massena, we have written 
them a check for 86 million in the 18 months since that plant started 
to operate and produce aluminum for our defense needs. 

Mr. Surrn. Don’t you think if this sort of situation continues and 
if the Government has to continue to underwrite this additional cost 
of power, and if no use is made of the natural resources up there which 
belong not only to the people of New York, but to the people of the 
entire country in regard to a river that is an international 
boundary 

Mr. Rooseverr. That is correct. 

Mr. Sarno. Then do you not think it would be proper for the 
Members of Congress who are concerned about the cost of Govern- 
ment to urge that these defense contracts be removed from that area 
ind placed in areas where they could be handled at a cheaper price? 

Mr. Roosreverr. Mr. Smith, that is exactly what worries me as a 
Representative from this area. When this Congress starts to look 
at the fact that 41 percent of all the defense contracts have been 
placed in an area in a radius which can be served by the Niagara 
and St. Lawrence, which goes from Ohio up through Pennsylvania 
and northern Maine—when this Congress starts to realize what we 
have been subsidizing in the hydroelectric power rates of that area, 
1 don’t blame you if you start moving the defense contracts out. And 
who suffers? We suffer, because of the selfishness of the private 
utility monopoly. 

Mr. Siri. I come from an area where private and not public 
utilities can and do generate electricity for sale to industrial firms 
for as low as 4 mills. That is not from hydroelectric power, but 
from steam-generated power. 

Do you think it is in the national interest where the people of a 
region refuse to take advantage of the opportunity to get the cheapest 
power available on such a part of the industrial production—do you 
think it would be proper for me as a Representative who also has 
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the national interest in mind, as well as one trying to help the indus- 
trial development of my area, to sit idly by while this extra cost is 
added nan area for de fe hse production ¢ 

Mr. Roosevetr. Mr. Smith, you are asking me as a Representative 
of the State of New York a very tough question. As a Congressman 
and as a citizen of the United States I will agree with you that there 
is no justified reason for Uncle Sam to pay these exort bitant power 
costs in the State of New York, which are exorbitant only because 
we have not developed our natural resources of the St. Lawrence 
and the Niagara, On the other hand, 1 would hate to see all of those 
contracts pulled out because I have seen what unemployment means 
to the city of New York, and I remember the apple sellers on every 
street corner only too vividly. I would hate to see that situation 
come about. 

But I must say that I think the Congress would be justified. I 
would like to see them first. though, knock out the $180 million sub- 
sidy and make the powerplants operate justifiably. 

I might add that the simplest way out is to pass the Lehman-Roose- 
velt bill, where you will get power rates comparable to your rates, 
and in fact a little lower than your rates of 4 mills, and we will | 
able, therefore, to compete with you for our reasonable share of 
fense contracts. 

Mr. Smirin. You mentioned as one of your interests in trying to 
provide some further means for the executive branch of the Govern- 
ment to reduce costs, as the item veto, which was incidentally, some- 
thing, first used in the Confederate Constitution. 

Mr. Roosevetr. That is correct. 

Mr. Smirn. Do you think in the interest of economy, and of course 
we are all concerned about economy, that we should look at some of 
the basic causes of some of these extra costs of Government and find 
a way to econ omize in those fields, rather than ittempting to economize 
by a system of cutting down our defense effort and reducing the size 
of the Air Force in order to save a few hundred million dollars which 
go into these unseen costs in regard to power production, for instance ? 
Don’t you think it would be a far better saving and a far easier system 
for the Republican administration and the Republican Congress to use 
to achieve its goal of balancing the budget and still give us what we 
need for the defense effort? In other words, find a way to eliminate 
some of these subsidies to various people who do business with the 
Government and thereby get more return for our tax dollar, rather 
than to hand out these subsidies to the private organizations? I am 
not blaming them for being greedy about it. Naturally, if the sys- 
tem is established, they want to take advantage of it. Anybody 
would. ; 

But don’t you think we can best meet our responsibilities in this 
Government now by looking behind the items like this particular 
matter of the cost of power for this industrial production? If we 
find a way to get cheaper industrial production, Fr an find a way to 
give the taxpayer a better return on his defense dollar. 

Mr. Roosrverr. Mr. Smith, as you know, I am one of the members 
of the Foreign Affairs Committee of this House, and as such I am 
probably more thoroughly aware of the international situation and 
the tremendous danger which Russia poses to the free world than 
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many other people. I consider this $5 billion reduction in our de- 
fense effort one of the most dangerous gambles ever taken by a coun- 
try fighting for its freedom and the freedom of its allies. I consider 

the reduction of over 40 percent of our rearming of Western Europe 
to be one of the most dangerous gambles taken by a country fighting 
for its freedom and the freedom of its allies. I think that in con- 
nection with what I said yesterday on the floor on the President’s item 
veto we could thereby save $4 billion in the so-called pork-barrel legis- 
lation. In itself that $4 billion could make up for the reduction of our 
military defense effort, or almost. 

Take this $180 million saving on power which Uncle Sam could 
have made had we had Niagara and St. Lawrence power. I do not 
know how many air wings, or destroyers, or divisions $180 million 
means, but it means a icone number. 

I think that you are entirely right, and I subscribe to your thesis 
that we ought to look behind some of these hidden costs which, in ef- 
fect, are subsidizing uneconomic production in our military effort. 
That is exactly what this boils down to. 

Senator Busw. Are there any other questions ? 

(No response. ) 

Senator Busu. If not, thank you very much, Congressman. 

Mr. Rooseve.tt. Thank you very much, Mr. Chairman and gentle- 
men of the committee. 

Senator Busu. At this point, without objection, I would like to in- 
sert in the record appendix A of the Federal Power Commission Re- 
port of 1952, which lists the projects under major license as of June 
30, 1952, on the rivers and streams of this country. 

Without objection, that will be inserted at this point in the record. 

(The information referred to is as follows :) 


APPENDIX A 
PROJECTS UNDER MaAJor LICENSE 


Projects under major license, June 30, 1952 


j Installation 








Proj- (horsepower) 
ect Licensee Stream aia 
No 
Present | Ultimate 
Alabama | 
82 *+ f Alabama Power Co__- Coosa River 101, 000 101, 000 
349 * do é Tallapoosa River. 135, 000 213, 000 
485 tGeorgia Power Co Chattahoochee River. 94, 500 94, 500 
618 *tAlabama Power Co... Coosa River 144,000 | 180,000 
Arizon 
2069 *T ne Valley National Bank of Phoe- | Fossil Creek 11, 100 11, 100 
nix, as trustee 
Arkansas 
271 *+tArkansas Power & Light Co Ouachita River__- adh 92, 500 141, 000 
California 
67 *tSouthern California Edison Co San Joaquin River and tributaries 186, 000 186, 000 
7i *Pacific Gas & Electric Co Eel River and branch of Russian 12, 500 14, 500 
River 
78 ° do South Fork American River.__. 8, 100 8, 100 
88 *Merced Irrigation District Merced River 35, 000 | 35, 000 
96 *tPacific Gas & Electric Co San Joaquin River_. 45, 000 | 45, 000 
99 . do Canyon Creek 2,815 2, 815 
120 *tSouthern California Edison Co San Joaquin River ‘ 150, 000 210, 000 


Basis for jurisdiction: 
*Affects Government lands, 
tAffects navigable waters 
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Projects under major license, June 30, 1952—Continued 
Installati 
Proj- horseDow 
ect Licensee Stream 
No. 
Pres Ulti te 
California—C ontinued 
137 *Pacific Gas & Electric Co Mokelumne River, North Fork of 216, 500 254 0 
Mokelumne Rit Be I : 
ind other tributaries of Nort! 
Fork 
175 ° do North R 48, OM 12 0 
176 *Escondido Mutual Water Co San L 1,334 500 
178 *Pacific Gas & Electric Ce Kern Ri 14, 509 14, 500 
184 * _ do South Fork American River 28, 000 28, 000 
187 ® do North Folk Yuba R r Q. OO" + 000 
233 “ do Pit River 299, 00K 119, 000 
344 *California Electric Power Co San Gorgonio and Whitewater > N00 : NNO 
Rivers 
372 *Southern California Edison Co Middle Fork of Tule River , 000 000 
382 ? do Kern River 14, 400 14, 400 
619 *Pacific Gas & Electric Co Bucks and other creeks 67, 000 67.000 
747 *The California Oregon Power Co Pine Creek 640 6A 
1250 *City of Pasadena San Gabriel River 3, 400 100 
1302 *Graeagle Lumber Co Gray Eagle Creek and Long Lake 48 485 
1318 *Pacific Gas & Electrie Co South and Middle Fork is- 61, 5K 61, 500 
laus River and Relief Creek 
1333 ° do North Fork of Middle Fork of 7, 200 7, 200 
Tule River 
1352 ° do Butt Creek and Nort! Fork 90, 000 90. 000 
eather Ri 
° do Willow Creek or North Fork San 39, 900 9, 900 
Joaquin River 
1388 *California Electric Power Co Leevining Creek 14. 00 14. 000 
1389 «3 do Rush Creek 16, 000 16, 000 
1390 ° do Mill Creek 100 too 
1394 e do Bishop, Birch, and McGee Creeks 40, 670 40, 670 
1403 *+Pacific Gas & Electric Co Yuba River 13, 500 13. 500 
1533 *Swanson Mining Corp Madden (Campbell) Creek 1, 920 1.9.0 
1890 *Murray Dale Weaver and Lona | Milner Creek__- 350 550 
Marie Weaver | 
1930 *Southern California Edison Co Kern River 33, 500 33, 500 
1932 . do Lytle Creek 800 800 
1933 ° do Santa Ana River and tributaries 7, 800 7, 800 
1934 ° do Mill and Mou Home Creeks 4,250 4, 250 
1962 *Pacific Gas & Electric Co North Fork of Feather River 240, 000 240, 000 
2005 *Oakdale Irrigation District and | Middle Fork of Stanislaus River 83, 500 
} South San Joaquin Irrigation Dis- 
| trict 
2017 *tSouthern California Edison Co San Joaquin River 115, 000 115, 000 
2019 | *Pacifiec Gas & Electric Co. North Fork Stanislaus River and 2, 300 2, 300 
Silver, Beaver, Mill, and Angels 
Creeks. 
2067 *tOakdale Irrigation District and | Stanislaus River. -- ‘ ; 23, 000 
South San Joaquin Irrigation 
i District. 
Colorado: 
400 *The Western Colorado Power Co Animas and Lake Fork of San 13, 000 13, 000 
| Miguel Rivers. 
1886 *Ozark-Mahoning Co-_.- James Creek 225 225 
1901, | *Highland Mary Mines, Inc_.. Cunningham Creek 250 250 
2035 *City and County of Denver South Boulder Creek 10, 500 
Florida: 
177 | *tFlorida Power Corp--..._.-. Oklawaha River... 700 700 
682 OF. nists ‘ Ochlockonee River 13, 000 13, 000 
| Georgia: 
485 | tGeorgia Power Co Chattahoochee River Q 2 
659 Crisp County Flint River. 9, COO 8, 000 
1218 tGeorgia Power Co-. Flint River and Muckafoonee 8, 250 8, 250 
| Creek 
1951 t ican Oconee River. - bi 61, 000 
Idaho 
18 *tIdaho Power Co-..-- Snake River... -.- 13, 300 19, 000 
20 *Utah Power & Light Co Bear River 20, 000 20, 000 
204 *The Washington Water Power Co South Fork Clearwater River 1, 700 700 
472 *Utah Power & Light Co Bear River 40, 000 40), 000 
503 *tIidaho Power Co Snake River 14, 300 14, 300 
568 *Hall Interstate Mining Co Straton Creek 200 200 


Basis for jurisdiction: 
*Affects Government lands 
tAffects navigable waters. 
? Listed under Alabama. 
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DEVELOPMENT 


June 30, 1952—Continued 


Inst 
(hors« 
Licenses tr 
Present 
( itinued 
W Water Power C Clearwater Rive 10, 880 
& Light ¢ P Creek wo 
I fic Ut ( B h Cres »7( 
( Pond Buffalo River 268 
H Interstate M Co Deadwood River 350 
( f Bor I y M eR 000 
{ t I) N rr Pend Oreille Rive 
| Oreille County. Washing 
Id ( Snake River 114. 000 
\ Water Power ( Clark Fork Rive 
i Pow ( Snake Rive RA, ROO 
N Count H ydro-Electric Co Fox River 5, 300 
tt \ Des Moines River 4, 200 
lowa Hydro-Electrie Coopera- | Cedar and Mississippi River 
| e Gas & Eleet ( Of R ! LOS. OO 
ky Utilities C Kentucky River 000 
Ss I Pow C ind isquehar River 378. 000 
I I Eleetcie Power Cr 
I Power ¢ Connecticut River 
Vest isetts Ele« Co 10 77 
{ I er Po r Co. and de ( 
N I 1 Power Co 
H \\ Po ( | 8, 48 
f Gas & Ele Co St. Joseph River 2, 300 
( 4 Kalamazoo River 2 28 
Mi \ in Power ( M ichig me ind Menominee 33. 200 
Riv 
W M n Power C Menominee River 27, 600 
Paint Rive 
Michigamme River 
do 
1 I ’ Light ¢ M ippi River 18, 000 
r { oO 2K 
R I er & Co kK iwi R 000 
\ States P ( M sippi River 
Co. of M I ( e River 901. 000 
K yam Authorit iT t River 
M t Power ( Flathead Lake and River 154, 00( 
I t Creek 1, 500 
( rk Fork River 52 100 
Tir ( Be Creek IR0 
VW ( R ubl Creek AO 
\ I Wate Power Ce For R 
I Public Power District Loup River 63, 600 
( ] Nebraska Public Power | Platte and North Platte R ! 78. 000 
tr n istrict 
ey y I lic Power and Ir North and South Platte Rivers 36, 000 
Snes Th ¢ 
I Leidv or Robinson Creek 150 
y nshirs 
New England Power Co Connecticut River... (3 
Western Massachusetts Electric Co. do t 
New England Power Co do 47, 500 
etior 
( ernment lands 
gab waters 
nder Vermont 
r Oklahoma 
Idahe 
Massachusett 
Washingtor 


illation 

power 
Ultimate 
10, S86 
on 
»7( 
IPR 
R50 
or 

( 
114, OM 

Is 
85. SOD 
5 tO 
4, 200 
70, 006 
135, OO 
+, OOO 
44. OO 

RS 
)2. OR 
> 20K 
3, 350 
33, 200 
; OO 
1k 
13, 006 
800 
24, SOO 
AY 
», 000 
11, 400 
2038, OUO 
154, 000 
1. 500 
52, 100 
1, 180 
150 

5 
00 
6, 500 
77, 500 
1 

(3) 

(6 
47, 506 
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Ir I 
Proj- S 
ect Licensee S 4 
No 
Pres te 
New Hampshire—C oatinued 
1843 tPublic Service Co. of New Hamp- Mer ick R 26, 064 26, 064 
shire 
1903 tConcord Electric Co 10 7 17 
1904 tConnecticut River Power Co 1 | Connecticut R ) 
New England Power C 
1913 tPublic Service Co. of Ne H I M ck Rive 2,15 2, 154 
shire 
2077 tConnecticut River Power C Connecticut River 2 419, 201 
New York 
13 *+Henry Ford & Son, In Hudson River S, 104 8. 100 
16 tNiagara Mohawk Power Cor] N River 50 » 500 
2047 ! ao met { River 4), OOO 
2060 t.._.do Raquette Riv 
2084 ¢ do 28, OOK 
North Carolina 
32 tCarolina Power & Light Co Big Pigeon River 147.000 | 147,000 
693 “Town of Highlands Cull 1 Creek Or 0 
2009 tVirginia El ec & Power C Roar River 000 
Ohio 
738 *tMorgan County Farm Bureau Co 1 gum Ri 23 2 
operative Associatic 
Oklahoma 
1494 *tGrand River Dam Authority Grand R 100, OOK 120, 00 
Oregon 
13 *Portland General Elect Co > I R k « é SO. DOK 80. 000 
08 *Pacific Power & Light Co Wa I l 1, 104 1.100 
C 
1097 *John A. Zehntbauer J 12. l 
1447 *Pacific Power & Light C« Cr 1 t70 
1488 *!} hly-Lane County Cooper ‘ L 150 
tric Associati 
1927 *The California Oregon Power Co Umpqu ( 112, 2 112, 206 
s | Creek 
1929 I le Boulder ¢ h 2 200 
1985 I ifie { ( Nort and | M 60) 600 
Creek 
1Y86 - do Roek Cr 76 60 
1987 » Lake, 1 er ] N 800 S00 
Desol I 
Fork of Cc ( 
2030 *Portland General Electric C Deschutes Riv 156. 000 
Pennsylvani 
s09 tPennsylvania Electric ¢ Clarion River S 404 aK 
4 tThe Susquehanna Power ( Susquehanna R r ? 
Philadelphia Electric Power C« 
487 tPennsylvania Power & Light Co Wall ick C 7, OOK 0 
1025 tSafe Harbor Water Power Cor] Susq ue iRiver 297, AK 510, 000 
1881 tPennsylvar Water & Pow Co i 46, 600 16. 600 
1888 tMetropolit Edison ( i OR. ROK 98 S00 
1899 tNorthern Pennsylvania Power C 7M 0 
South Carolina 
199 *tSouth Carolina Publie Service Au . tee a Cor R 75. 6S 9 ORI 
thority 
516 tSouth Carolina Electric & Gas ¢ Saluda River », OOK 2 00 
1267 +Greenwood County ) 21. OOM 00 
1894 tSouth Carolina Electric & Gas Cx Broad River 21, 606 600 
1895 t do Broad and ¢ R Tr S00 
lexes 
1490 tBrazos River Conservatior unt Br R 00 17, 250 
Reclamation District 
Utah 
190 *Uintah Power & I tc I ta River ar ( ¢ 1. 804 
486 *Utah Power & Licht ¢ I n I ( 2 £0 2 
597 * do I Cottonwo ( ek 2 7H 9 " 
665 * do Santaquin Creek 1, 251 1, 250 
671 + do Alpine Creek and South Fork » » 62K 
696 *Utah Power & Light Co Ar Fork Creek 1 50 
713 . do Mill and other ek 2, 000 », 000 
814 *Telluride Power Co Beaver River a 1 50 4, 350 
946 *Hyrum City Blacksmith For} HO 600 


Basis for jurisdiction 
*A ffects Government land 
tAffects navigable waters 
! Reservoir only. 
3 Listed under Vermont 
? Listed under Maryland 
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Projects under major license, June 30, 1952—Continued 


Installation 
Proj (horsepower) 
ect Licensee Stream 


Present | Ultimate 


Utah —Continued 





















1273 *Parowan City Center Creek 496 4096 
1373 *Utah Power & Light Co South Willow Creek 550 550 
1517 *Monroe City Corp Shingle Creek and First Left 144 144 
Hand Fork of Monroe Creek. 
1574 *Manti City Corp Manti Creek 530 530 
1744 *Utah Power & Light Co Weber River 3, 700 3, 700 
177 *Moon Lake Electric Association, | East Fork of Lake Fork of Du- 1, 200 1, 200 
Ine chesne River 
1858 *Beaver City Beaver River 750 750 
1994 *Heber City, town of Midway, and | Snake Creek 1, 100 1, 100 
town of Charleston, doing busi- | 
ness as Heber Light & Power 
Plant 
Vermont 
1855 tNew England Power Co Connecticut Power 57, 571 57, 571 
I8SY +Western Massachusetts Electric Co do (6 (6) 
189 tNew England Power Co do (8 (8) 
1904 tConnecticut River Power Co. and do 41, 560 41, 560 
New England Power Co 
20) +Connecticut River Power Co do (8 (8 
Virgi 
739 tAp ‘tric Power Co New River 104, 000 104, 000 
12 t Little River 1, 140 1, 140 
W ashing 
7a City of Seattle Skagit River 331, 000 985, 000 
588 *Crown Zellerbach Corp Elwha River 17, 500 17, 500 
637 *The Washington Water Power Co Chelan River and Lake 68, 000 136, 000 
719 *Jesse I, Smith James and Phelps Creeks 440 440) 
9 *+Pa c Power & Light Co Lewis River 110, 000 ), OOO 
4 | Power & Light Co Columbia River 84, 000 52, 000 
1 Mines & Metals Co Clark Fork of Columbia River 4,000 4, 000 
{ t Co Ziegler Creek 375 375 
*hemical Products Co South Fork of Stillaguamish River_| 395 395 
ma Nisqually River . 156, 000 156, 000 
. ) Cowlitz River 474, 000 
*+Public Utility District No. 1 of | Pend Oreille River 98, 000 
Pend Oreille County, Wash . 
2071 *tPocific Power & Light Co Lewis River 280, 000 
West Vir i 
1 *t+Kanawha Valley Power Co Kanawha River 42, 900 42, 900 
1290 *t do do 27, 550 27, 550 
Wisconsir 
108 *tNorthern States Powe: Co Chippewa River (i ()) 
710 *tWisconsin Power & Light Co Wolf River 900 uu 
1510 tCity of Kaukauna Fox River 6, 600 6, 600 
1759 *tWisconsin Michigan Power Co Michigamme and Menominee (*) (*) 
Rivers 
1940 *tWisconsin Public Service Corp Wisconsin River nil 4, 140 4, 140 
1953 *+tConsolidated Water Power Co do | 10; 680 10, 680 
1957 tWisconsin Public Service Corp do 1, 033 1, 033 
1960 *tDeirylond Power Cooperative Flam beau River 21, 150 21, 150 
1966 tWisconsin Public Se: vice Corp Wisconsin River 23, 050 23, 050 
1967 tWhiting-Plover Paper Co do 067 967 
1968 tWisconsin Public Service Corp do 2, 675 2, 675 
1979 oF do do 6, 648 6, 648 
1980 tWiseconsin Michigan Power Co Menominee River i) (*) 
1981 tOconto Electric Cooper? tive Oconto River 1, 500 2, 250 
1982 *tNorthern St° tes Power Co Chippewa River 48, 000 48, 000 
1984 *tWisconsin River Power Co Wisconsin River 50, 300 50, 300 
1989 tWiseonsin Public Service Corp do 1, 150 1, 150 
2064 *Winter Electric Light & Power Co East Fork of Chippewa River 610 
Wyomit 
662 *Pinedale Power & Light Co Pine Creek 168 168 
1198 *Jackson Hole Light & Power Co Flat Creek 730 730 
1651 *Star Valley Power & Light Co Swift Creek 900 900 
1740 *California-Pacific Utilities Co Pine Creek 400 100 
1861 *Jackson Hole Light & Power Co Flat Creek 160 160 
2032 *Lower Valley Power & Light Co Strawberry Creek 1, 450 2,175 
Alaska 
201 *Town of Petersburg Outlet of Crystal Lake 1, 240 1, 860 


Basis for jurisdiction. 
*Affects Government lands. 
tAffects navigable waters. 


! Reservoir only 

6 Listed under Massachusetts, 
§ Listed under New Hampshire 
® Listed under Michigan. 
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Projects under major license, June 30, 1952—Continued 


Installation 


Proj- horsepower 
ect Licensee Stream ae” 
No. | 
Present | Ultimate 
| Alaska—Continued 
350 *City of Anchorage, Alaska Eklutna River 3, 000 3, 000 
408 *City of Sitka Medvetcha River 600 600 
420 *City of Ketchikan, Alaska Ketchikan Creek and Lakes 5. 800 5, 800 
951 *Chichagoff Mining Co Rust Lake and outlet 1, 180 1, 180 
1144 *Elizabeth H. Graff, John H. Graff, | Lowell Creek 700 700 
Elizabeth Graff Knight 
1426 *Buchan & Heinen Packing Co Upper and Lower Lakes 300 300 
1432 *Kodiak Fisheries Co Tributary to Dry Spruce Bay 146 146 
1521 *Pelican Utility Co Stream on north shore of Lisian 600 600 
ski Inlet 
1880 *Copper River Packing Co Hanley Lake and Creek B35 335 
1905 *Alaska Metals & Power Co Mill Creek 27 75 
1922 *City of Ketchikan, Alaska Beaver Falls Creek and Uppet 4, 800 6, 300 
and Lower Sil Lake 
1946 *A.S. Day Allison Creek 175 3, OO1 
1998 *Harold A. Arentsen Big Port Walter Falls Creek 398 398 
2026 *Uganik Fisheries, Inc Crater and Ash Creeks and an un 271 271 
named creek 
Puerto Rico 
663 *Puerto Rico Water Resources | Blanco River and tributarie 7, 000 7,000 
Authority 
Total 7, 693, 725 |12, 000, 922 
Basis for jurisdiction 
*Affects Government lands 
Projects under preliminary permit June 30, 1952 


Estimated 


Proj- installa- 
ect Permittee Stream tion 
No. (horse- 
power 
California 
2021 *County of Placer, Calif North Fork of American River 11, 000 
2049 *G. L. Carrico Middle Fork of Eel River, Hulls 39, 000 
| Creek, and Short Creek 
Connecticut 
2038 tThe Windsor Locks Canal Co Connecticut River 56, 300 
Idaho: 
2024 | *Idaho Power Co Snake River 40, 500 
| Massachusetts 
2038 tThe Windsor Locks Canal Co Connecticut River ( 
Montana 
2075 *The Washington Water Power Co_- Clark Fork River 197, 000 
2076 | *The Montana Power Co do 175, 500 
New Jersey 
2039 | **+The Delaware River Development Corp Delaware River 282, 000 
| New York: 
2039 | tThe Delaware River Development Corp do (2) 
Oregon 
2059 | *City of Eugene, Oreg., by and through its | McKenzie River 161, 000 
| Eugene Water and Electric Beard. 
2092 *Portland General Electric Co Deschutes River 310, 000 
| Pennsylvania: 
2089 tThe Delaware River Development Corp Delaware River (2 
Washington: 
1993 *Snohomish County Public Utility District | Sultan River 80, 000 
| No. 1 
2083 | ** Public Utility District No. 1 of Lewis County, | Glacier, Hager, Johnson, Lake, 75, 000 
Wash. and Snyder Creeks 
a 1, 427, 300 


Basis for jurisdiction 
*A flects Government lands 
tAffects navigable waters 
**Permit expired at the end of June 30. 


1 Listed under Connecticut. 
3 Listed under New Jersey 
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Senator Busu. Now the Honorable Sterling Cole, Member of Con- 
gress from New York is here and has asked to appear next. He will 
please take the witness stand. 
~ Following him will be Mr. Charles C. Fichtner of the Buffalo Cham- 


ber of Commerce. 


STATEMENT OF HON. W. STERLING COLE, MEMBER OF CONGRESS 
FROM THE 37TH CONGRESSIONAL DISTRICT OF NEW YORK 


Mr. Corr. Thank you very much, Mr. Chairman and Senator Bush. 
In view of the fact that during the last Congress I sponsored a bill 
relating to the problem before the committee pertaining to the power 
development resources of the Niagara River, it seems appropriate that 
I might make a very brief unprepared oral statement. 

Phe chairman of the New York State Power Authority at that time 
was a resident of my congressional district. He discussed the whole 
problem of Niagara power development with me, pointing out the 
three avenues by which this might be accomplished—Federal sponsor- 
ship, State sponsorship, or private sponsorship. 

At that time the complexion of the Congress made it appear more 
or less likely that the Federal approach might be recommended by 
this committee, and eventually adopted by the Congress, an approach 
to which I was st rongly opposed. 

So, having those factors in mind, that the chairman of the State 
authority was a resident of my district and made the request of me, 
and having some substantial fears that the Congress might adopt the 
Federal approa ich, I a. the bill providing for the State author- 
ity sponso ship in the belief that as between the Federal development 
ind the State development I strongly preferred the latter ; although 
as between State development and private development I again prefer 
the latter, the private sponsorship. Therefore, in closing, I felt I 
should explain my position to the committee and strongly endorse now 
one of the bills wheth is before the committee, of those two bills before 
ihe committee, the Dondero-Miller measure. 

Thank you. 

Senator Busn. Are there any questions of Congressman Cole? 

(No response. ) 

Senator Bus. If not, thank you very much, Congressman Cole. 

Mr. OAkman. Mr. Chairman, before Mr. Cole leaves, I am a little 
confused on one point. We had Mr. MeMahon representing the CIO 
Electrical Workers yesterday and he left his testimony, which included 
a resolution which he stated had been unanimously adopted at their 
convention held in the city of Detroit on April 25 of this year. They 
favored the private development and private operation of these addi- 
tional power facilities. 

Mr. MacGregor, representing the American Federation of Labor 
Utility Workers Union, stated in his testimony that he represented 
100,000 workers in the State of New York alone, and he went on 
record as strongly urging the development of the Niagara project by 
private capital. 

Last evening I received, and I imagine other members of the com- 
mittee also did, a telegram from a legislative representative of the 
CIO opposing same. 
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Evidently the situation is that the international favor public owner- 
ship and operation, whereas the unions whose employees actually oper- 
ate the facilities are for private ownership of the facilities. 

Is that the way it appears to you, Mr. Cole? 

Mr. Cotx. From what you tell me of the circumstances that would 
appear to be the case. I frankly am not fully advised as to the dis- 
pute or the conflict of judgment between the representatives of the 
various labor organizations and so I cannot pass judgment upon their 
respective merits, except to say that in my opinion a responsible labor 
organization, looking after the welfare of its members, and being con- 
cerned not only with respect to the permanence of et but 
wage rate, would, if they exercised sound judgment, prefer to work 
for a priv: ate employer more than they would to work for Government. 

Mr. OaKMan. That was quite cle arly covered in their testimony. 

Mr. Cote. Thank you, Mr. Chairman. 

Mr. Donpero. Mr. Fichtner of the Buffalo Chamber of Commerce. 


STATEMENT OF CHARLES C. FICHTNER, EXECUTIVE VICE 
PRESIDENT, BUFFALO CHAMBER OF COMMERCE 


Mr. Ficurner. Mr. Chairman and members of the committee, my 
name is Charles C, Fichtner. 

I have a prepared statement, but to preserve your time I will file 
the statement. 

Mr. DoNDERO. Mr. Fichtner, would you prefer to have your state- 
ment considered as read and included in the record, and you make such 
statements as you like, in the interests of saving time? 

Mr. Ficutner. Yes, sir. 

(The statement of Mr. Fichtner is as follows:) 


STATEMENT OF CHARLES C, FICHTNER, EXECUTIVE VICE PRESIDENT, BUFFALO 
CHAMBER OF COM MERCI 


The Buffalo business community appreciates the opportunity to present its 
views at this hearing. We have both a historic and future interest in Niagara 
power. Since 1895, when the first hydroelectric plant was placed in operation 
at Niagara Falls, N. Y., the whole pattern of industrial development in the Buffalo 
area has become increasingly integrated with that important source of power. 
History was made in 1896, when hydroelectric power generated at Niagara Falls 
was transmitted over a distance of 20 miles to the city of Buffalo. That feat, 
engineered by George Westinghouse, demonstrated for the first time anywhere 
the practicability of transmission of alternating current over long distances and, 
thus, laid the basis for the present worldwide use of central generation and wide- 
area transmission of electric power. 

Industries, particularly those in the electrometallurgical and chemical fields, 
which require an inexhaustible supply of fresh water and large blocks of low- 
cost electric power, began to locate on the Niagara frontier. Industrial growth 
for a half century has been continuous and steady, creating ever-increasing de- 
mands for more and more electric power. Today the Buffalo-Niagara Falls area 
is a vast complex of diversified manufacturing operations to which an expanding 
source of power is of the greatest importance. The high degree of that impor- 
tance can be illustrated by the fact that the industrial and business use alone 
of electric power in the 2 counties of Erie and Niagara, designated by the 
United States Census as the Buffalo metropolitan area, of approximately 7 billion 
killowatt-hours annually in recent years, exceeds the total consumption of elec- 
tricity for all purposes—industrial, commercial, rural, and residential—in each 
of 38 entire States, including such highly developed States as Wisconsin and 
Missouri. The rising trend of demand for power by our local industry, moreover, 
has been accelerated by a great industrial expansion following World War II 
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The dynamic and diversified character of that recent industrial growth, as well 
as the future plans of industry known to the Buffalo Chamber of Commerce, 
confirm the conclusions of the Bureau of Power in its 1949 study that “by 1960 
all of the additional power could be utilized” (p. 51) from the redevelopment of 
Niagara powel 


NEED FOR POWER 


To meet their growing local needs for additional hydroelectrical power, the 
1,787 firms and 2,638 individual businessmen associated in the Buffalo Chamber of 
Commerce (Whose membership and activities extend to all western New York) 
have, therefore, a vital and direct interest in obtaining sound and prompt action 
under the provisions of the Niagara River Treaty of 1950. 


SCENIC SPECTACLI 


It may be pointed out that the Buffalo Chamber of Commerce, as a civic asso 
ciation, is also deeply concerned with maintaining and improving the scenic 
beauty of Niagara which has long been regarded as a priceless asset to our 
community We are heartened by the assurances of the Army engineers that, 
despite the proposed withdrawal of additional water for power, mostly at night, 
remedial works will fill out the flanks of the falls to enhance even its present 
spectacular grandeur. 

MAIN ISSUE 


On the issue now before Congress, whether the redevelopment of the United 
States’ share of the waters of the Niagara River shall be by a Government agency 
or by private enterprise, the Buffalo Chamber of Commerce subscribes whole- 
heartedly to the Dondero and Miller House bills and to the Capehart-Martin 
Senate bill, the subject of these joint hearings, for the redevelopment of Niagara 
by private enterprise. 


BUFFALO OPPOSED TO PUBLIC REDEVELOPMENT 


The Buffalo business community in 1950 and 1951, vigorously opposed the 
Lehman-Roosevelt and the Ives-Coe bills which respectively proposed Federal 
and State power authority development of Niagara power. In addition to stating 
our opposition to these socialistic measures to Members of Congress, the Buffalo 
chamber sought and obtained the support of scores of other chambers of com- 
merce throughout the United States on the point of principle that Government 
should restrain its entry into the power business and, indeed, should withdraw 
from it wherever possible, 


FEDERAL POWER UNDERMINES PRIVATE ENTERPRISE 


The Federal Government in the last few decades has sneaked into the power 
business on the pretext that it was merely incidental to flood control, navigation, 
or some other accepted governmental function. The Government started power 
generation only as a subsidiary function of multipurpose projects. The original 
assurance to privately owned utilities that steam generation would be left to them 
contrasts today, for example, with the startling fact that one-third of TVA’s 
power is steam-generated. Under regulation by State commissions and the 
Federal Power Commission, at first the sale of power at the generating site 
allowed for its transmission and distribution by private utilities. Gradually, 
however, the Government went into distribution, built transmission lines, and 
marketed the power direct. Many of the policies that brought this about are 
based not on congressional authority, but on interpretations by the Interior 
Department of the power phases of various flood-control and reclamation acts 
passed by Congress. Working with appropriated tax-derived funds, and paying 
only as much “in lieu of taxes” as it pleased, public power has occupied as much 
of the market as it needed. The Federal Government now is in the power 
business everywhere except in the Northeast and East North Central States. 

Private enterprise in the power field is faced with unfair Federal competition 
in production and selling. Accordingly, public power has either displaced or 
prevented the growth of private power. If subsurface costs are overlooked, 
public power may seem cheaper than that supplied by taxpaying utilities but 
not the least of these invisible costs is the loss of one more segment of the free 
American economy. 
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NO PRETEXT FOR GOVERN MENT DEVELOPMENT AT NIAGARA 


At Niagara, the proposed engineering developments have no tie-in whatsoever 
with navigation, flood control, irrigation, ete. Nor can Government intervention 
at Niagara be justified on the argument that private initiative and capital are 
not willing, ready, and able to do the job at hand Niagara would be the first 
naked case of Government going into the power business per se. To sanction 
the entry of either the Federal or the State government into the power business 
at Niagara, clearly, would be an overt act of socialization 


STATE POWER AUTHORITY REDEVELOPMENT OPPOSED 


The opposition of the Buffalo Chamber to Federal Government development 
of Niagara power applies equally to New York State development through its 
power authority. The power authority has fought Federal monopoly, but in 
effect proposes State monoply. In either case the stigma of socialism remains. 


ANALYSIS OF POWER AUTHORITY'S CLAIM 


The State power authority recently published a statement setting forth its 
case for power at St. Lawrence and Niagara. In a portion arguing for State 
government development rather than private development of power on the two 
rivers, the case is pitched on a tax-saving appeal of $40.5 million annually. 
Avoidaace of $17 million in direct Federal taxation and capital investment econ- 
omies realized through tax-exempt bonds, are held out as reasons for publie 
development of water power. To quote the statement: “Private companies would 
necessarily be required to pay the taxes and pass them along to their customers.” 
No mention is, of course, made that much of those taxes would be lost to State 
and local governments, losses which might require other adjustments or taxes 
olfsetting alleged savings in whole or part to the people of New York State. 

A tinge of guilty conscience on the part of the authority is then suggested in 
the passage which follows: “Advocates of private development of the State’s 
power resources argue that New York State should insist upon paying this extra 
$17 million (Federal) income tax through their power rates.” The Buffalo 
Chamber of Commerce which has opposed the high level of Federal taxes in part 
induced by public power situations in other regions cannot concur in the con- 
tention of the State power authority that two inequities make a right when it 
goes on to say, “Public hydroelectric projects elsewhere, notably in the Tennessee 
Valley and on the west coast, enjoy tax exemption which gives their consumers 
competitive advantage over New York.” The honest course is that recently 
advanced by former President Hoover—to return public power to private owner- 
ship and operation under uniform taxation. Payment might be made acceptable 
in United States Treasury bonds now selling at 91 against 102-108 a few years 
ago; it would bolster the weak Treasury bond market, reduce the swollen Federal 
debt, and cut down the Federal payroll. 


OBJECTIONS TO STATE POWER AUTHORITY 


The case of the New York State Power Authority to take over Niagara is 
based, in short, upon dishonest tax economics. It conflicts with sound American 
principles of government by defined and limited functions. We are thoroughly 
tired of government experimenters and bureaucratic empire builders operating 
on tax funds. We should like to see a rollback to old-fashioned private enter- 
prise. The State power authority, moreover, has had very little experience in 
practical engineering developments, and in the management of important busi- 
ness enterprise. Throughout most of its existence since 1931, it has been an 
ineffectual organization with no significant achievements aside from a zealous 
promotion of the St. Lawrence seaway and power project. Many of our citizens 
most familiar with its record in New York State have repeatedly urged upon 
Governor Dewey that it be eliminated as a State budget economy. 

On the doubtful assumption that the State power authority could qualify for 
the great responsibilities of Niagara redevelopment, its claim should, neverthe- 
Jess, be denied on the grounds of principle and sound public policy. Investor- 
owned, taxpaying utilities should not be subjected to the unfair and destructive 
competition which stem from the very points which the power authority puts 
forth as its main advantages. The vast majority of the people of New York 
State, we believe, would make that choice. 
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NIAGARA DECISION OF NATIONAL INTEREST 


The decision to be made here is not only important to the people of the Niagara 
frontier and New York State but also to the entire Nation. What Congress 
determines at Niagara will set the pattern for future government ventures 
throughout the country and particularly in the Northeastern states. 


NEW YORK STATE PUBLIC SERVICE COMMISSION 


The argument that, because the water resources of the Niagara River belong 
to all the people, the redevelopment should be by a public agency, Federal or 
State, overlooks the regulatory powers and duties of the Public Service Com- 
mission of New York State which assure that rates will be set to cover only a 
fair return on private investment. The record of the New York State Public 
Service Commission (not to be confused with the State power authority) for 
wise regulation in the public interest is well known. Under that supervision, 
along with good utility management and technological progress, electric rates 
in New York State have gone steadily downward, at least until they were caught 
in the inflationary cost trends of recent years. The Public Service Commission 
of Ne York State is a great organization of 607 employees operating on an 
annual budget of almost $3 million. It regulates 78 electric utilities and about 


00 other utilities exclusive of motor carriers. Its activity is indicated by the 
fact it held 1,217 hearings in 1952; it closes six or seven hundred general cases 
and an equal number of motor-carrier cases each year. It is staffed with com 
petent personnel and has had long and varied experience in the operational and 
financial problems of public utilities. The Commission is credited with thorough 
understanding of utility economies. It has earned the confidence of industrial 
and individual customers of electricity as well as of utility managements. The 
public interest in Niagara redevelopment, we feel, would be well safeguarded 


by the New York Public Service Commission. 
EXCELLENT RECORD AND EXPERIENCE OF UTILITY COMPANIES 


Put bevond that assurance of protection to the publie interest is the record 
for farsighted and good management of the five electric utility systems spon- 
soring private redevelopment. One, the Niagara Mohawk Power Corp., is the 
only company which has actually constructed and operated hydroelectric plants 
on the Niagara River. Niagara Mohawk has had long experience with hydro- 
electric generation, water level variations, and ice problems peculiar to Niagara 
River; it owns necessary lands and rights-of-way; it has a magnificent and 
efficient transmission system and marketing organization. Niagara Mohawk 
and associated companies have the financial resources and the engineering staffs 
to start construction immediately on the $890 million project. Engineers of 
Niagara Mohawk have, indeed, long cooperated with the Federal engineers in 
working out redevelopment plans; research and studies along that line in Niagara 
Mohawk, in fact, go back 30 years or more, just as their overall experience with 
Niagara hydroelectric power extends back for more than 70 years. If they 
were licensed to proceed, the work could approach completion in 3 years, whereas 
the shortest time under Federal or State redevelopment is estimated to be at 
least 5 years. 


PROMPT ADOPTION OF PRIVATE ENTERPRISE BILLS RECOMMENDED 


The new Sir Adam Beck plant No. 2 on the Canadian side of Niagara is now 
rapidly approaching completion. One huge tunnel to channel water to the 
turbines is ready and a second is started. The plant, built to take advantage 
of the additional water diversion authorized in the treaty of 1950, will begin 
to deliver power next year. Article 8 of the Niagara Treaty provides that if one 
party completes facilities for electricat development before the other party is 
prepared to use its share of water, the ene that is ready can, in addition to its 
share, use that of the other party. Thus, until the American redevelopment 
project is completed, Canada will use United States water as well as that allo- 
cated to Canada by the simple expedient of continuing to use its older hydro- 
electric installations, intended for standby, as well as its new generating plant. 

So long as Congress postpones a decision on the public or private enterprise 
issue, Canada will gain at the expense of the United States. On this point, every 
consideration favors the private-enterprise bills. The five utility companies can 
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start construction immediately; they are licensed, they can complete the 
installations in a much shorter time than could the Government, and they can 
avoid all the delays and difficulties which will inevitably arise if the redevelop- 
ment be assigned to an inexperienced public agency All these factors point to 
important gains to American customers of power from adoption at this session 
of Congress of the private enterprise bills 

We concur with Secretary of the Interior McKay who said, in speaking at the 
April 1953 meeting of the Chamber of Commerce o! the United States, “At no 


time should we, the Government, put roadblocks in the way of private enter- 
prise in attempting to serve customers by generating and distributing hydro- 
electric power * * The Federal Government just simply does not have the 


money, as we taxpayers Know, to do all of the job development of hydro power.’ 


SUMMARY OF ADVANTAGES OF PRIVATE REDEVELOPMENT 


1. The project would be completed more quickly 


The notoriously slow actions of Government agencies weighed against the in- 


centives to private investors and management t lake the project revenue- 
producing as quickly as possible, together with the rela ictors pre n 
plans and experience, leave no doubt that the rede opment of Niagara 

be achieved much more promptly under private auspices Prompt completi 
is essential to avoid loss of a valuable resource and to supply additional p 
badly needed by American customers and industries, many with impor 
national defense procuction schedules 

2. Private redevelopment would yield at least $23 7 lion a year m new tar 


revenues 


At a time when the Federal budget is seriously out of balance, and the finances 


of the State of New York under serious strain, every opportunity should be 
seized to foster new taxpaying enterprises to share these Government expense 
burdens. Not to be overlooked is the importance of real estate and other tax 
revenue for the city of Niagara Falls and the county of Niagara which, like 
most other local governments, have been under financial pressure occasioned by 
the inflationary rise in costs and the increasing demands for local g ent 
services resulting from community growtl Assigning the Niagara project to a 
govermnental agency would be financially disastrous to these two loeal units of 
government, 

In addition to direct taxes of $23 million, new indirect tax revenues 


would 
accrue to the United States Treasury and to New York State through pet 


lg rsonal 


income taxes on bond interest and dividend income to individual investors. 


3. Private redevelopment would avoid increases in public debt of $390 
or more 


million 


The Federal debt is growing to the point that Congress is being a ra 
the debt ceiling. While requests for Federal subsidies for hydrodevelopment 


might not be unexpected where private capital is not available, under the present 
strain on Federal finances for defense spending, as well as the matter of prin 
ciple, it is inconceivable that Congress would authorize such spending when 


private enterprise is willing to put up the money The sar 


ne 18 true of the 
finances of the State of New York, now faced with the necessity g 
money for mental hospitals, the State university, and $2,800 million to bring 
its highway system up to modern standards. While performing such function 
is universally accepted as a State of New York responsibility, the 
the State into the power business at Niagara is not. 

Judged by past performance, it may be doubted that the Federal Government 
or the State power authority could construct the project for as low a 
cost as private enterprise. 


of raisir 
intrusion of 


total capital 


4. Private enterprise development is in accord with sound government 


The Federal Government is now overburdened with responsibilities, debt, and 
employees. Relative to its smaller area, New York State government 


¥ t: yg I is becom 
ing topheavy in similar degree. For an efficient American economy, which will 
continue to produce more goods for more people at the lowest costs, there must 


be continued recognition of the traditional American philosophy of placing 
reliance upon individual savings invested in private enterprises, managed to 
produce goods and services demanded by the people at the least cost to the peo- 
ple. Because of the rapid intrusion of Government into business affairs over the 
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past 2 decades, the workload of Government is building up to the point where it 
may some day bog down the economy. Socialist strategy aims at government 
ownership of basic industry such as power as among the essentials for national 
socialism This trend the Butfalo chamber opposes as contrary to the well- 
being of all Americans today and those of coming generations. 


THE INDIANAPOLIS CHAMBER OF COM MERCE, 
Indianapolis, Ind., May 8, 1953. 
CoMMITIEE ON PubLic WorKs, 
House of Representatives, Washington, LD. ¢ 

GENILEMEN: This organization wishes to be placed on record in full support 
of the Capehart-Miller bill to provide for the further development of electric 
enerating facilities in the Niagara River by the privately owned and operated 
elect! companies of the region. 

We believe earnestly that private enterprise can be depended upon to carry 


this development most efficiently and economically. 

If ever there was justification for the intrusion of Government into this field 
of private enterprise as a method of preventing excessive profits to the private 
companies, that surely has disappeared in the intervening years. The controls 
exercised by State public-utility laws, plus the competition that exists or is always 
possible through technological advances, have proved effective in holding rates to 
the co ners down, and profits to the investors within reasonable bounds. 

rhe constant advance of Government — the field of private enterprise during 
the past several years needs to be —~ We do not except the power produc- 
tion industry from this belief. The increase in Government production of elec- 
tric power is to us an alarming deve \onene nt. 

Through proper committee study and approval by our board of directors, the 
Indianapolis Chamber endorsed the bills as introduced in the preceding Congress, 
and now wishes to restate its support as the measure comes before you again 
fo nsideration 

Very sincerely yours, 


WitiiAm H. Book. 

Mr, Fictrrner. I will confine my remarks to the grassroots point 
of view of the organization I represent. The Buffalo Chamber of 
Commerce, which is made up of 1,789 firms and 2,638 businessmen who 
are the 4 incipal industrial and commercial consumers of power in 
the Buffalo metropolitan area—the Buffalo metropolitan area being 
defined by the United States Bureau of Census as comprising Erie 
and Niagara Counties—has this to say: The Buffalo business com- 
munity appre lates this opportunity to presen it its views at this | hearing 
because we have both a historic and future interest in Niagara power, 

Ever since 1895, when the first hydroelectric plant was placed in 
operation at Niagara Falls, the whole pattern of industrial develop- 
ment in the Buffalo area has become ine reasingly integrated with that 
important source of power. 

loday the Buffalo-Niagara Falls area has become a vast complex 
of diversified manufacturing operations to which an expanding source 
of power is of the greatest importance. 

Mr. orn sy the way, is _ project in your county? 

Mr. Ficurner. Buffalo City is in Erie County. The project is in 
cae The two counties gener: ally are referred to as the Niagara 
Frontier. I might say our member constituency extends into Niagara 
County. 

The high degree of that importance can be illustrated by the fact 
that the industrial and business use alone of electric power in the 2 
counties of Erie and Niagara amounting to approximately 7 billion 
kilowatt-hours annually in recent years, exceeds the total consumption 
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of electricity for all purposes—industrial, commercial, rural, and resi- 
dential—in each of 33 States, including such highly developed States 
as Wisconsin and Missouri. 

But the rising trend of the demand for power by our local indus- 
try, moreover, has been accelerated by a great indus strial expansion 
following World War II. The dynamic and diversified character of 
that recent industrial growth, as well as the future plans of industry 
known to the Buffalo Chamber of Commerce, confirmed the conclu- 
sions of the Bureau of Power in its 1949 study that “by 1960 all of the 
additional power could be utilized” from the redevelopment of Niag- 
ara power. 

Mr. Donpero. Can we shorten up the time by just asking you a 
few questions ¢ 

In the first place, what kind of power do you use up there? 

Mr. Ficutrner. It is a mixture of steam power and water power 

Mr. Donprro. Is it private enterprise power or public power? 

Mr. Ficutner. Wholly private enterprise. 

Mr. Donprro. What has been your experience? Are your people 
being given the service or amount of power that you require? 

Mr. Ficnutner. Except during the war years, when there was a 
shortage of materials and equipment to enlarge the producing capacity 
by the intensive efforts of the utility company in expanding its produc- 
tive capacity at Hartley station, and the building of a new plant at 
Oswego and one at Dunkirk, in general the demands of industry have 
been very well maintained. The rise in production has been tremen 
dous in recent years. 

Mr. Donprero. What can you tell this committee about the rates you 
pay *¢ 

Mr. Ficutner. It is a rather technical subject which I hesitate to 
discuss. In general we think that the rates are highly competitive 
in our area for the production of goods generally. In our a trial 
promotion work in the chamber of commerce we approached a large 
number of prospective industries for location there, and with the ex- 
ception of the rates charged in the TVA and areas of that kind, which 
are subsidized power rates, we think our rates for industry are com- 
petitive. In fact, I think that of all the major industrial areas of 
the United States, the Buffalo metropolitan area offers the most com- 
petitive average industrial rates. 

I would like to say something 

Mr. Donpero. Are vour rates fixed by the Service Commission of 
the State of New York? 

Mr. Ficutner. I would like to say something about the New York 
State Public Service Commission because that pertains to a number 
of points which have been raised in this hearing. 

It seems to . that the argument that the water resources of the 
Niagara River belongs to all of the people and, therefore, must be de- 
veloped by a public agency, is a r: ster faulty argument, because it 
overlooks the fact that private enterprise does not use up the waters 
as a natural resource, like coal and oil might be used up; but the 
private utility, which now pays $2,000,000 a year for the rent of that 
water, under the redevelopment would pay $5,000,000 a year for ihe 
use of that water. 
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Secondl . the public interest in the rates charged for power has 


been and assuredly will continue to be safeguarded by the Public 


Service Commission of New York State, which is charged by law of 
New York State with duties and is adequi itely equipped with regula 
tory powers wh ch assure hydroelec tric consumers that rates will 


eT to covel only a tr vepemecntinn. jhe pr ivate investment. 
Che record of the New York State Public Service Commission for 


e regulation in the } ublic interest is well known. Unde r that su- 
pervision, along with good utility management and technological 
progress, electric rates in New York State have gone steadily down- 

at least until they were caught in the inflationary cost trends of 

e! vears. 

i iid like to point out that the Public Service Commission of New 
Vy ; State is a great organization oft 607 employees operating on an 


budget of almost $3,000,000. It regulates 78 electric utilities 
ind about 500 other utilities, exclusive of motor carriers. Its activity 

ndicated by the fact that it held 1,217 hearings in 1952; it closed out 
TOO general cases and an equal number of motor-carrier cases, and 


does so each year. It is st: ufed with con ipetent personnel and has 
had long : und varie d expel ence in the operation il and finane lt il prob- 
lems of public utilities. It is generally credited with a thorough 
understanding of utility economies. 

I might s Ly In our area it has earned the confidence of industrial and 
individu: al customers of electrictiy and it was only in recent months 
that the Public Service Commission, after extended hearings at Buf- 


falo, denied a request of Niagara Mohawk Power Co. for a general 
increase in industrial rates in the Buffalo area, which would have 
amounted to over 82,000,000 a year. 

Mr. Donprro. May I ask you this question: What is the attitude of 
your organization toward this subject before the committee / 

Mr. Ficurner. We are completely in support of the Dondero-Miller 
bill and the Capehart-Martin bill. 

Mr. Donprro. What is the feeling, as far as you know, up in Buffalo 
and that area toward having private enterprise develop this power ? 

Mr. Ficurner. Business and industry, all of the craft labor unions, 
agriculture, and citizens generally, are completely in favor of private 
redevelopment of Niagara power. There are some of us, I imagine 
because of the position of the Democratic Party on the subject, who 
will take the opposite position. But generally speaking, outside of 
the political angle, I think we all favor private redevelopment. 

Mr. Mack. Mr. Fichtner, in answer to a previous question by Mr. 
Dondero you said there was no public power in the area. Are you 
referring to the Buffalo area or the entire State of New York? 

Mr. Ficrrner. The Buffalo area. The 2 counties. 

Mr. Mack. There is not very much public power in the entire State 
of New York, is there? 

Mr. Ficurner. I think not. Very little. In fact, these 5 companies 
that are asking for the rights, as I recall the statistics of an earlier 
witness, account for 90 percent of all the power consuned in New 
York State. There are other private companies than these 5, so that 
the public power must be microscopic. Offhand I don’t know of any. 

Mr. Mack. Is it your opinion that a great majority of the large 
power consumers of New York State, that is the people who will buy 








Acute 





rv 
¥ 





NIAGARA POWER DEVELOPMENT LS9 


this power, would prefer private rather than public operation of these 
facilities ¢ 

Mr. Ficutrner. Yes. Definitely. We have been rather restive under 
the high tax burden, feeling that in part it was due to the tax exemp- 
tion on Federal power in other sections of the country, but in full 
recognition of that we cannot subscribe to the thought that 2 inequities 
would make a right, which was suggested in the recent pamphlet 
put out by the State Power Authority. 

The principal argument to the people of New York State is that 
people in other sections are getting tax-free power, so why can’t the 
people of New York State also vet it. 

Mr. Donpero. Are there any other questions of Mr. Fichtner ¢ 

Mr. Buarnix. Mr. Chairman. 

Mr. Donprero. Mr. Blatnik. 

Mr. Biarnik. In stating that vou favor the redevelopment of 
Niagara by private interests, how does that square up with your New 
York State Power Act of 19317 Is there any col flict ? 

Mr. Ficurner. The New York State Power Authority, I think, will 


be represented by its chairman in a moment. I have been vaguely 
aware of the existence of that authority, but I think it has been largely 
a paper organization until quite recently. Perhaps a year or two ago 


it acquired a short transmission line. 

Its principal activity to my knowledge has been legislative pro- 
motion of the St. Lawrence seaway. Other than that, I do not think 
it has had any experience in utility operation or administration. It 
is not to be confused with the Public Service Commission, which is a 
highly significant organization. 

Mr. Donpero. Are there any other questions / 

(No response. ) 

Mr. Donpero. Thank you very much, Mr. Fichtner, for your state 
ment. 

Mr. Ficutner. Thank you, Mr. Chairman. 

Mr. Donpero. I want to say to the members of the committee that 
it has been suggested that we limit the length of time for the speakers 
on the part of these witnesses, in an effort to finish up these hearings. 
We have an alternate suggestion that the proponents and opponents 
ought to have equal time. But it is quite obvious from the list of 
witnesses handed me that we will not get through here for several 
days if we hear everybody with extended statements. I would like to 
know what the opinion and suggestion of the committee might be in 
regard to that. 

Mr. Smirn. Mr. Chairman, one of the main agencies involved in the 
issue here is the New York State Power Authority, represented by 
Mr. Burton. I think we should give him an opportunity to present 
his statement in full. 

Mr. Donpero. There is no desire to cut anybody off at this stage. 
Certainly we should limit this to something. 

Mr. Siri. He has probably got a viewpoint which is a little bit 
different than anything presented here heretofore. 

Mr. Donpero. Yes. 

Is Mr. McGrath here? I think his organization has been heard 
from. If he has a statement to put in the record, he may do so. 
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The same for Mr. William J. Pachler, both representing the UCWUA 
of the CLO. 

Mr. Franklin B. Lord, Jr., of the New York State Chamber of 
Commerce. 

I understand that Senator Bush has to leave at this time. 

Senator Busu. May I say before I leave that I wish to express on 
my own behalf and for the benefit of the Public Works Committee 
of the Senate that it has been a pleasure to work with you in this 
joint hearing and get together in this way, which will enable us to 
save the time of our committees, as well as the time of those who may 
testify. 

We would be pleased to come back and join with you again at any 
time in the future that it seems appropriate to do so. Thank you. 

Mr. Donprro. Thank you, Senator Bush. 

Mr. Lord will be our next witness. 

Mr. Lord, have you a prepared statement ? 


STATEMENT OF FRANKLIN B. LORD, JR., REPRESENTING THE NEW 
YORK CHAMBER OF COMMERCE 


Mr. Lorp. I have a prepared statement which I have just submitted. 
I do not want to take the time of the committee to read it. In view of 
what you have just said, I think what my remarks were going to be 
has pretty well been covered in the testimony so far. 

Mr. Donprro. We will accept your statement and include it in the 
record, without objection. 

(The statement of the New York State Chamber of Commerce is 
as follows :) 


STATEMENT SUBMITTED BY THE CHAMBER OF COMMERCE OF THE STATE OF NEW YORK, 
New York, N. Y. 


The Chamber of Commerce of the State of New York is the oldest civic and 
mercantile organization in the United States. It was originally chartered by 
King George III of England in 1770 and was again chartered by special act of 
the New York State Legislature in 1784. 

The chamber is made up of businessmen and business and commercial concerns 
in New York State, the majority being in New York City. The purpose is to 
promote the civic and economic welfare of the State and city of New York and 
their cit zens. The present membership is 1,732. 

It has interested itself in the bills here under consideration both because of 
their direct effect on the civic and economic welfare of New York and also because 
of the principles which they reflect; namely, the encouragement of private free 
enterprise. 

Last year three bills were introduced in the House of Representatives with 
respect to the 1950 treaty between the United States and Canada under which 
the amount of water which the United States is entitled to take from the Niagara 
River was virtually doubled. One bill urged that increased hydroelectric power 
be developed by the Federal Government, another that the development be car- 
ried out by the State of New York, and a third that increased hydroelectric 
power be manufactured by private enterprise. At that time the New York State 
Chamber of Commerce filed a statement backing the private-enterprise bills 
(H. R. 3146, S. 2021). 

In January of 1953 the New York Chamber of Commerce passed a resolution 
urging that further power development be granted by the Congress to private 
companies. Copies of this resolution and an accompanying report were sent to 
all Members of the 83d Congress. In accordance with this resolution and the 
position that it took last year, the Chamber of Commerce of the State of New 
York wishes to go on record as supporting H. R. 2289, introduced by Representa- 
tive Miller; H. R. 4351, introduced by Representative Dondero; and S, 689, intro- 
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duced by Senators Capehart and Martin. These are identical bills under which 
private enterprise is delegated the task of further developing hydroelectric 
power from the increased sources granted to the United States under the 1950 
treaty with Canada for the following reasons: 


1. PRIVATE COMPANIES IN THE IMMEDIATE AREA HAVE EXPERIENCE AND THE ABILITY 
TO FURNISH ADDITIONAL HYDROELECTRIC POWER FROM THE NIAGARA RIVER 


There are at present 5 companies in New York State who have had 50 years’ 
experience in developing electric power. One of these companies has been the 
sole producer of power from waters of the Niagara River. During recent years 
these companies have constantly been studying the problems involved in devel- 
oping additional power from Niagara, and, hence, they are best qualified to 
commence construction and complete the project most expeditiously. All pre- 
paratory steps and studies for the proposed project have been completed. The 
only thing that these companies lack at present is the legal authority to start 
construction immediately. It is also believed that these companies can do the 
proposed job at less cost than any Federal or State agency. 

All proponents of the three types of bills introduced last year agreed that 
additional power is needed in the area as expeditiously as possible, both for local 
needs and for defense production. Private enterprise should accordingly be 
given authority to proceed with the program of further development of power 
from this source immediately. 





2. INCREASED ENCROACHMENT OF THE FEDERAL GOVERNMENT IN THE POWER FIELD 


Originally the Federal Government entered into the power field to set up 
yardsticks with respect to establishing proper charges for furnishing electri 
power. Subsequently Congress permitted the Government to enter the power 
field as a byproduct of projects which primarily involved navigation, flood con- 
trol, reclamation, irrigation or sanitation. In short, these were multiple purpose 
projects. Subsequently Congress permitted the Government to enter the power 
field primarily for the purpose of generating power where the byproducts of the 
project was to effect navigation, flood control, reclamation, ete. The present 
project does not involve navigation or flood control and is exclusively a single 
purpose project for the generation of power, with the exception that a smalk 
percentage of the total cost will go toward preserving the scenic beauty of 
Niagara Falls. Hence the Federal Government’s entry into this field under 
these circumstances where private enterprise is capable of, and is in fact, the 
most efiicient method of carrying out the intended purpose would be an alarming 
step toward total nationalization of the electrical power field, and further 
nationalization of other industries. 

It is interesting to note in support of the views set forth above, that in 1930 
the Government’s generating capacity of all electrical plants in kilowatt hours 
was 6.5 percent while in 1951 it increased to 20.5 percent. Similarly, with re- 
spect to hydroelectric generating capacity in kilowatt hours in 1930 the Govern 
ment generated 10.3 percent while in 1951 it generated 48 percent of the total 
hydroelectric generating capacity. 

That there has been an ever-increasing encroachment of the Federal Govern 
ment in the private power field is illustrated by the fact that originally power 
was sold at dam sights. Now the Federal Government has erected approximately 
25,000 miles of transmission lines in order to sell power at locations far removed 
from the dam sights. Many of these lines parallel and are in direct competition 
with the lines of private companies. Furthermore, in some locations the Fed 
eral Government has even set up steam plants. 


3. PRIVATE OPERATION VERSUS FEDERAL OPERATION COSTWISE 


If the Federal Government constructed and operated the proposed hydroelee- 
tric plant it would require hundreds of millions of dollars of the taxpayers’ money 
for appropriation purposes and, in addition, would mean that Federal, State, 
and local governments would, in the long run, be losing hundreds of millions of 
dollars in taxes which are paid by private enterprise in this field. It is est 
mated that after the proposed project is completed and operated by private en 
terprise $23 million annually will be paid by these enterprises in Federal, State, 
and local taxes. Accordingly, it is estimated that in a 15-year period, the taxes 
paid by private companies would return to Federal, State, and local governments 
the entire cost of the proposed enterprise. Iurthermore, the burden of the cost 
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of the project would be paid for by those who reap the benefits. This is as it 
should be, rather than have part of the expense borne by taxpayers in other 
portions of the country who not only will reap no benefits, but will be taxed in 
order to raise the necessary appropriations for the Federal Government to 
construct and operate the project, and will have to pay additional taxes to fill 
vacuum caused by the revenue which would have been paid by the private 


Che Hoover Commission, after exhaustive study, has reached the conclusion 


that virtually the only difference between Federal power rates and private en 
terprise rates is the difference resulting in the payment of taxes which the private 
colnpanies tnust pay and of which the Federal projects pay virtually none. Ac 
cording), in effect, the Federal projects have no advantage over private projects 


Furthermore, private projects are run locally and not from Washington, and are 
hence run far more efficiently. 


+ rHE PROPOSED BILLS ARE IN LINE WITH THI POLICY Of THE PRESENT 
ADMINISTRATION 


President Eisenhower, in his first message to Congress on the State of the 
Union had this to say: 
Che best natural resources program for America will not result from exclu 


sive dependence on Federal bureaucracy It will involve a partnership of the 
States a local communities, of private citizens and of the Federal Government 
all working together.” 


There is no need, as far as further development of Niagara River power is 
concerned, for the Federal Government or any State government to enter the 


picture. There can be no abuses as the rates charged will be regulated by the 
Public Service Commission of the State of New York. Private enterprise is 
there ready, able and willing to take up the task. Adequate financing is already 
assured \ highly integrated system of transmission facilities, serving more 


than 13 million people is available to receive the additional Niagara power. 
Where there is a choice between public and private development of a needed 
facility, clearly the proven superiority of private enterprise should be entrusted 
with the task. This is strictly in accord with our essentially private enterprise 
economy 

The views expressed here are in accord with the views consistently maintained 
by the chamber opposing public activities that invade the field of private 
enterprise 

if a Federal or State operation plan is approved under these circumstances, 
then Congress will have traveled most of the way down the road toward com 
plete socialization of electric power, and the road will be cleared for similar 
treatment of other industries. 

Mr. Donpvrero. Have you any oral statement you would like to 
make ¢ 

Mr. Lorp. I thought I would just like to add this. This is some 
thing that I do not think has been brought out. It is the fact that 
encroachment of the Federal Government in this field started out 
more or less with establishing yardstick plants to establish the proper 
cost of the generation of electric power. The next step was having 
the generation of power as a byproduct of flood control, irrigation, 
and the like. Then the camel gets further into the tent, where the 
fundamental purpose is the generation of electric power, and the flood 
control, and irrigation, and so forth, becomes the byproduct. 

Now we are faced with a problem which is purely the generation 
of electric power. In the opinion of the Chamber of Commerce of 
the State of New York it seems to us that that is practically the whole 
way along the road to socialization of electric power. 

I have nothing further to add. 

Mr. Donpero. And your organization favors the development by 
private enterprise ? 

Mr. Lorp. Completely, sir. We favored it last year, and actively 
opposed the Lehman-Roosevelt bills at that time. We are opposed 
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to it at this time. We are completely favoring the Miller-Dondero 
and Capehart bills. 

Mr. Donpero. Are there any questions from the left ? 

(No response. ) 

Mr. Donprero. Are there any questions from the right # 

Mr. Smirn. No questions. 

Mr. Donpero, Thank you very much for your statement, Mr. Lord. 

Is Mr. George Roscoe here, representing the National Electrical 
Contractors Association ¢ 

Mr. Roscor. Yes, sir. 

Mr. Donprero. Mr. Roscoe, have you a prepared statement ? 


STATEMENT OF GEORGE B. ROSCOE, GOVERNMENTAL AFFAIRS 
DIRECTOR OF THE NATIONAL ELECTRICAL CONTRACTORS ASSO- 
CIATION, INC. 


Mr. Roscor. I have a prepared statement which I can file, and I 
would not impose on the committee’s time to read it, because I think 
it is quite clear. 

Mr. Donpero. It will be received and included in the record. 

(The statement of the National Electrical Contractors Association 
is as follows:) 


STATEMENT OF GEORGE B. Roscork, GOVERNMENTAL AFFAIRS DIRECTOR OF THI 
NATIONAL ELECTRICAL CONTRACTORS ASSOCIATION, INC. 


Mr. Chairman and gentlemen, my name is George B. Roscoe. I am director of 
governmental affairs for the National Electrical Contractors Association, a na- 
tional trade association, which for 52 years has been the recognized spokesman 
of the electrical-construction industry, and which includes in its membership 
approximately 3,200 of the leading electrical contractors in the country. The 
membership is preponderantly small contractors, though it includes practically 
all of the larger- and medium-sized electrical contracting firms. The average 
electrical contractor member employs approximately 10 men, and by the definition 
of small business all members of the industry definitely are small-business men, 
including the largest operator. 

The electrical contracting industry provides a basic and highly important 
service to two of the Nation’s most important industries—construction and elec- 
trical. It undertakes to perform at a specified price the installation of electrical 
systems of varying degree of complexity and magnitude. Such installations 
include both the electrification of buildings and what is known in the construc- 
tion industry as outside projects, which are the transmission lines, substations, 
switchyards, and generating units. Over these flow electrical energy at the 
annual rate of almost half a trillion kilowatt-hours from almost 100 million 
kilowatts of installed generating capacity. Of this huge surge of power privately 
owned electric utilities produce more than 400 billion kilowatt-hours annually 

These figures are particularly significant because they have almost doubled 
in the past decade and are destined to double within the next decade. For every 
kilowatt-hour of electricity used and for every kilowatt of installed capacity 
there must be electrical construction and an electrical contractor to bring the 
services of experienced job management, interpretative engineering, procurement, 
and responsibility plus service that carries on after delivery of the turnkey job 
It is obvious then that the welfare of the electrical contractor is intimately 
related to the policies and practices that affect the demand for the production 
and distribution of electrical energy whether it originates from hydroelectric, 
steam, oil, gas, or nuclear fission. 

There exists today an almost fantastic demand for electric power. In fact, 
the limiting factor on the expansion of electrical use is the ability to build gen- 
erating and transmission facilities to carry electrical energy to the outlets for 
home, factory, store, institution, and laboratory. A new field of electrical heating 
awaits the development of such facilities. The electrical contractor, naturally, 
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is intensely interested in promoting a climate conducive to the production and 
distribution of electrical energy on the widest possible scope and at a fair, 
reasonable, and economically sound price. 

‘he experience of electrical contractors through the years has been that the 
development of the resource of electrical energy can be handled in a manner 
more advantageous to the public over the long term by free private enterprise 
rather than by the Government. Private enterprise has demonstrated its capac- 
ity to do this job. The Federal Government has to its credit some grand accom- 
plishments in this field. Low public power rates, however, seldom present the 
hidden costs of subsidy of one kind or another, which when taken into account 
present no bargain to the general public. Of course, there may be situations 
where power should be developed and private industry is unable or unwilling to 


undertake development or do so on an adequate scale, but where power can be 
developed adequately by private enterprise the social advantages in preserving 
the N ons basic policy of free competitive enterprise should be taken into 
COl derat 1 


in view of these considerations, the membership of NECA, meeting in annual 
convention at Chicago on October 9, 1952, adopted unanimously the following 


resolution on private power development. 

“The 5lst anniversary convention of the National Electrical Contractors 
Association assembled believes that 

“Whereas to place the country in a more favorable competitive position in the 
world markets since the future economic progress of our country is in a large 
measure dependent upon a large increase in our electric generating capacity to 


meet increasing demands for preparation for defense, greater production for 
industry at greater efficiency; and 

‘Whereas the great private utilities of this country, by their constant research 
and coordinated efforts since the birth of the electrical industry, have earnestly 
endeavored to provide adequate electrical service at reasonable cost to the people ; 

“Whereas that the public-service commissions of the various States have the 
necessary regulatory powers to protect the interests of the people: Therefore be it 

“Resolved, That it is the consensus of the National Electrical Contractors 
Association in 5ist annual convention assembled at Chicago on October 9, 1952, 
that the publicly owned private utilities industry be given every encouragement 
and assistance to continue its planned expansion to meet the need for more power 
and that moves by the Federal Government and other public power groups to 
encroach upon the orderly development of such publicly owned private utility 
cempanies be discouraged ; and be it further 

“Resolved, That our national officers be directed to send a copy of this resolu- 
tion to the President of the United States, his Cabinet, to all Members of both 
Houses of Congress, and the news services, and to submit such further data from 
time to time that has a direct bearing on this vital matter.” 

Thus, his association declares a firm belief that the public interest can best 
be served over the long term, including the enlightened self-interest of all com- 
ponents of the electrical industry, by the private development of electric energy. 

There are certain specific considerations that contribute to this attitude of the 
association. In general, electrical contractors have found that doing business 
with a Federal agency is most difficult and is hedged with many frustrating and 
cost-multiplying requirements and practies. In many instances doing business 
with these agencies becomes impossible. From the electrical contractor’s stand- 
point the far greater incidence of demoralizing bid shopping on Federal work 
is in itself an important reason why they prefer employment on private con- 
struction, particularly where they act as subcontractors. We hope of course 
that this situation will be ameliorated by the early passage of the Federal con- 
struction contract bill, 8S. 848, and identical bills in the House by Congressmen 
Miller (H. R. 1051); Jonas (H. R. 1825); Lane (H. R. 515); Bender (H. R. 
1520) ; Priest (H. R. 1066) 

Moreover, Federal agencies are disposed to do construction, alteration, and 
similar work with their own forces. It is the rule, not the exception, for them 
to follow old practices and invent new ones that make it impossible for the 
contractor to function and, indeed, compete on any fair basis for the business. 

I have only to refer the committee to a staff report to the Committee on Labor 
and Public Welfare of the Senate, 82d Congress, which shows some of the tactics 
Federal agencies resort to in what sometimes appears to be a studied effort to 
discriminate against the independent small-business man. This report concerns 
alleged instances of law violations condoned, if not practiced, by Federal con- 
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struction agencies which make it impossible for an ethical electrical contractor, 
abiding by the Federal statutes and the terms of his labor agreements, to compete 
with those who violate these laws. It is noteworthy that most of the several 
examples cited in this report involved involved the public-power arm of the Fed- 
eral Government, the Interior Department. 

The Rural Electrification Administration has advanced about $2%4 billion 
to cooperatives and public-power groups over the past 18 years. Electrical con 
tractors generally welcomed the advent of REA because it promised business 
opportunities in areas neglected electrically. They soon were disillusioned. 
REA instituted policies and practices that make REA work unattractive to the 
qualified contractor. The bulk of REA line construction today is being done by 
organizations that lack the experience, equipment, skilled manpower, and engi- 


neering possessed by the qualified line contractor 


The bills before this committee by Senators Capehart and Martin (S. 689) and 
by Congressman Dondero (H. R. 4351) and Conere nun Miller (HH. R, 2289) 
are des'gned to make possible the development of the vast generating capacities 
on the American side of Niagara Falls by a group of privately owned public 
utilities in New York State which have demonstrated a record of performance 
and responsibility. The issue here is whether this development be accomplished 
by these privately owned companies with their own money or whether it be 
done by the Federal Government using the public’s money The issue is clearly 
drawn between public and private power, for no navigation, flood control, 
reclamation, sanitation, or irrigation considerations are involved. 

In such a circumstance the association is bound to advocate enactments 
providing for private development of this resource. Such development appears 
to be additionally desirable from the standpoint of economy. Federal expendi- 


tures on ventures that can be done well by private funds should not be approved, 
particularly at this time. 

Therefore, NECA urges the Public Works Committees of the Senate and House 
of Representatives to approve expeditiously S. 689 and the companion House bills 
so that this desirable legislation can be finally enacted at this session of the 
Congress. By the same token NECA urges the committees to reject S. 1851 and 
H. R. 5066 which, we understand, have the effect of providing for Federal 
construction of the Niagara project. 

Mr. Donpvero. Do you care to make any oral statement on the posi- 
tion of your organization ? 

Mr. Roscor. The National Association of Electrical Contractors en- 
dorses the Miller-Capehart and Dondero-Miller bills. 

I have no further oral statement to make, other than perhaps if 
there are any questions the committee might like to ask I would be 
pleased to try to answer them. 

Mr. Donvero. Are there any questions from any members on my 
left ? 

(No response. ) 

Mr. Donpero. Any questions from any members on my right? 

(No response. ) 

Mr. Donpvero. Thank you very much, Mr. Roscoe. 

Mr. Buell of the Chamber of Commerce of Schenectady, N. Y. 


STATEMENT OF R. C. BUELL, CHAMBER OF COMMERCE, 
SCHENECTADY, N. Y. 


Mr. Burtt. I have a prepared statement and it is in the hands of 
the committee. 

The only comment I would like to make is that we in Schenectady 
back Mr. Miller 100 percent in his bill for private enterprise. 

Mr. Donvero. Thank you very much. Your statement will be in- 
cluded in the record. 

Mr. Buewu. Thank you, sir. 
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(The statement of the Schenectady Chamber of Commerce is as 
follows:) 


STATEMENT FOR SCHENECTADY CHAMBER OF COMMERCE BY R. C. BUELI 


I am R. C. Buell, of the Schenectady Chamber of Commerce. I came here 
today at the request of our chamber to present their views on the redevolp 
ment of Niagara Falls and River as proposed in S. 689, H. R. 4851 and H. R 
2289. Mr. William A. Mills, executive vice president of the Empire State Cham 
ber of Commerce asked me to say that the opinions and positions that I shall 
state for the Schenectady Chamber are endorsed by the Empire State Chamber 
of Commerce, a league of local Chambers of commerce and Statewide trade 
associations in New York State 

We are interested in electrical development that will improve the general 
economy of this country. We realize that abundant, low-cost electrical power 
increases the national productivity and prosperity. Today each worker in this 
country has at his command about 9.5 horsepower, the equivalent of the muscles 
of a hundred men. In 1941 he only had 6.8 horsepower available. As we in 
our production machines, powered and controlled by electricity, we increase the 
productivity of every worker, which is the true way to improve our standard 
of living 

We are interested in the development of the Niagara Falls and River because 
it is a reasonable cost hydroelectric power source It will give us additional 
power that will be needed in New York State in the next few years and will 
supplant an equal amount of steam-electric power that would otherwise have 
to be produced from our irreplaceable natural resources—coal, oil, and gas. 

The electrical power needs in the area that can be economically served by 
this power are growing rapidly so that all the power that can be developed 
by this project will be used as soon as it is available. 

Thirty years ago the power company that made the original development at 
the falls, the Adams station and later the Schoellkopf station, asked for permis 
sion to develop additional power from the waters of Niagara. Grave concern 
was felt about the scenic beauty of the falls. Therefore, the power company 
built a large-scale model of the Niagara River and Falls and showed how the 
additional water could be used, and at the same time, the beauty of the falls 
could be preserved. I have in my possession a booklet which I obtained at the 
Schoellkopf station in 1926 that shows the results of this work with that model. 
Because they could not get permission to use more water from the falls they 
had to build steam stations, burn ng coal to produce the electric power wanted 
by industry in the area. Just a few miles above the falls on the Niagara River 
is Huntley steam plant. It produces more electrical power today than the power 
company is permitted to develop from the water that goes down the river. 

Had they been permitted to develop the additional power that is now being 
proposed, this country today would be richer by about 120 million tons of coal 
We should no longer continue to burn our natural resource, coal, when we can 
just as well utilize the power of these tumbling cataracts of the Niagara, a power 
that is lost to us forever if we fail to use it when it is available. 

We in the Schenectady Chamber of Commerce believe in private enterprise. 
We believe the best interests of this country will be served if this development 
is planned, financed, constructed, and operated by the people who are willing to 
risk their time and money to make this a paying project. 

Last year a bill was referred to this committee that would have authorized 
the construction and operation of this project by the Federal Government. We, 
of the Schenectady Chamber of Commerce, were opposed to this bill so we wrote 
the authors asking their reasons for introducing the bill. One of the authors 
replied that he objected to private enterprise development because of “interests of 
national defense” and the “international commitments under which we obtained 
the right to develop this water power.” 

After discussion of these reasons by our chamber we pointed out to the author 
that: 

“Our defense efforts in the past and at present have successfully relied on the 
efforts of private enterprise. Furthermore, the Capehart-Miller bill expressly 
provides that ‘preference shall be given to directions from the Department of 
Defense for supplying power to governmental installations or to industries requir 
ing power to produce materials essential to the national security.’ 


NIAGARA POWER DEVELOPMENT 197 


“Previous ‘international commitments’ have been conformed to by the private 
utility companies and adherence to the new treaty requirements are provided 
for in the Capehart-Miller bill. 

“Development of public power by the Federal Government, whether self-liqui- 
dating or not, denies to private enterprise the right to develop the resources of 
this country. If it is advantageous to the people of this country to have Govern- 
ment go into the power business in this case, then it is advantageous to have 
Government in all business. History has disproved this philosophy too many 
times for us to accept it.” 

We do not want this development done by the Federal Government for the 
following additional reasons: 

1. Such development would place directly or indirectly on the people a heavy 
additional financial burden which is not justified in these days when we are 
trying so hard to balance the Federal budget and get relief from heavy taxes 
In contrast, if this development is done by private enterprise it would result in 
substantially increased tax revenue for Federal, State, and local governments. 
We are surprised in these days that considerable tax income rightly available to 
the Government is not assessed in those areas where the Federal Government is 
developing electric power. For instance, Bonneville Power Administration sold 
over 15 billion kilowatt-hours to customers during fiscal 1951 for $36 million or at 
a composite average rate of 0.24 cents per kilowatt-hour. Yet, for this same 15 
billion kilowatt-hours the average privately owned taxpaying power company, 
according to the Federal Power Commission Reports, would have had to collect 
for taxes an additional 0.33 cents per kilowatt-hour, or $49 million 

2. In this case, there are present none of the usual reasons—navigation, flood 
control, or irrigation—that are used to justify the Federal Government in the 
power business. 

3. The entrance of the Federal Government into the electric power business 
in any area results in difficulties and divided responsibility for adequate power 
supply in that and the surrounding areas. The only two areas in the United 
States that have had serious power shortages in the past few years are those 
in which the Federal Government has been most prominent in the power business. 

4. Because of the nature of Government operations, it has not, and cannot be 
expected to contribute as the taxpaying power companies, have, to the engineer- 
ing advances that today make your electrical dollar worth $1.05 compared with 
1939, whereas your clothing dollar is worth 49 cents and your food dollar is worth 
only 48 cents. 

5. The function of Government is to regulate and control as needed to guard 
the rights of its citizens, not to run business in competition with them. In New 
York State, our Public Service Commission performs this regulatory function. 

Last year a third bill was also referred to this committee which would permit 
the State of New York to construct and operate this project. We do not want 
this done by State Government because: 

1. There is no reason whatsoever for the State of New York to engage in busi- 
ness in competition with its citizens. 

2. The State has no engineering or management organization that has the 
experience or knowledge to do this kind of a job. 

3. In order to get power from Niagara at the lowest cost per kilowatt-hour it 
is necessary that this power be integrated into a system with other generation 
and load. This can best be done by the existing electric power companies in the 
area to be served. 

There are available today, men with proven sound business judgment, engineer- 
ing ability, experience, organization, and financial backing ready to proceed im- 
mediately with this project. 

We of the Schenectady Chamber of Commerce, and the Empire State Chamber 
of Commerce urge you to quickly report these bills, S. 689, H. R. 2289, and H. R 
4351 favorably to our Congress and push them for enactment. 

Power from Niagara is going to waste today. We are burning additional coal 
at the rate of 11,300 tons a day because we are not using the water available to us 
under the 1950 treaty with Canada. 


Mr. Donpero. Our next witness will be Mr. Robert E. Foley of the 
Robert E. Foley Construction Co. of Binghamton, N. Y. 
Mr. Foley, have you a prepared statement ? 
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STATEMENT OF ROBERT E. FOLEY, PRESIDENT OF THE EMPIRE 
STATE CHAPTER OF THE NATIONAL ELECTRICAL CONTRACTORS 
ASSOCIATION, BINGHAMTON, N. Y. 


Mr. Foury. Yes. 

Mr. Donvrro. You may offer that for the record and it will be 
received. 

(The statement of Mr. Foley is as follows:) 


STATEMENT OF Ropert E. FoLtry, PResmpeENT OF THE EMPIRE STATE CHAPTER, 
NATIONAL ELectTRICAL ConTRAcTORS ASSOCIATION, BINGHAMTON, N. Y. 


Mr. Chairman and gentlemen, my name is Robert E. Foley, president of the 
Empire State Chapter of the National Electrical Contractors Association, located 
at 13 Congden Place, Binghamton, N. Y. The Empire State Chapter of NECA, 
which organization represents all of the upstate New York line contractors, on 
April 13, 1953, unanimously adopted a resolution favoring development of 
Niagara power by private enterprise. 

As president of the Empire State Chapter, NECA, and as an employer, I am 
familiar with the view of both the employers and the employees in the electrical 
construction industry, and I believe that the vast majority of the electrical con- 
tractors and their employees favor the adoption of the Capehart-Martin-Miller 
and the Dondero bills. 

I have been doing business with the private utility companies for a great many 
years, and have found them cooperative, fair, and reasonable in all of their busi- 
ness dealings. I have worked with them on storm breaks where whole com- 
munities had their electricity disrupted by reason of storm, hurricanes, or icing 
conditions. From the top executive down to the lowest employee, I have seen 
them pitch in and work around the clock to restore service to everyone. 

In the social and business circles in which I move, and the community in which 
I live, the private utility companies have a reputation for serving the public 
interest, and operating their concerns on a businesslike basis. They are highly 
respected by those with whom they do business, including the public. 

I am in favor of the Capehart-Martin-Miller bill and the Dondero bill for the 
following reasons: 

1. I do not consider the development of power at Niagara to be a government 
function as it does not fall within the public functions of the United States to 
improve navigation, flood control, irrigation, reclamation or sanitation. It is 
strictly a project for the development of additional power. 

2. As a private individual I am not in favor of government competing with 
private enterprise in the same kind of business. I resent the socialistic trend 
of government ownership. 

3. I see no need for the public financing this project. Private enterprise in 
the form of five private utility companies are able and willing to proceed with 
construction promptly. These 5 private utilities are financially sound and highly 
regarded by investors. The five companies are interconnected and tied in with 
other electrical systems in Canada, New Jersey, and Pennsylvania, and have the 
finances and technical knowledge to develop the project now. 

4. The cost of the project is estimated at approximately $400 million under 
private development. The five companies have existing transmission lines to 
handle the increased load. Under public ownership duplication of existing trans- 
mission lines would more than double the cost. 

The five utilities also are equipped with steam generating plants which could 
be used in the event of water shortages. From sources which I believe to be 
reliable, and from articles appearing in the public press and from other periodi- 
cals, I understand that during the drought last winter in the Northwest hydro- 
electric operations were cut. Under the existing contracts there, all utilities, 
both public and private, are tied in with the Northwest power pool. Steam gen- 
erating plants had to be run at over normal cost to supply adequate power. 
Everyone shared the extra power, but the costs were absorbed by the private 
utilities owning the steam generating plants. 

In the case of the Tennessee Valley Authority, which was originally built as a 
flood-control measure, steam generating plants had to be constructed later to 
supply adequate power, at extra cost to the taxpayers. Being a contractor, I am 
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naturally interested in who does a Federal agency’s work, and I understand from 
persons who have lived and worked in that area, that no contractors are em- 
ployed by the public-power interests there. 

In most cases of public development of power, the Federal Government has had 
to buy additional power or lease lines from private utilities at an additional cost 
to the taxpayers. 

The development of Niagara power under public ownership would burden the 
taxpayers of 48 States, whereas such development benefits mostly one State, New 
York. 

With the high cost of the defense program, the unbalanced budget, and the large 
public debt, public development would be an additional, entirely unwarranted 
burden on the country. 

5. Under private enterprise the Government would realize additional revenue 
from taxes. It is estimated that the 5 private utilities paid a total of $170 million 
in Federal, State, and local taxes in 1952 and a plant investment of $400 million 
would provide a tax base for an additional $23 million in Federal, State, and 
local taxes. 

6. I would be seriously neglecting my personal interest in this development if 
I did not mention that 80 percent of the Robert E. Foley Construction Corp.’s 
income is derived from the private utilities. The remainder is from individual 
jobs and Government contracts. Our total payroll for 1952 was $1,710,000.93 and 
our employees paid a total of $205,982.31 in withholding taxes, and we are just 
one of the many contracting firms who owe our livelihood to the private utilities. 
Under private development of Niagara power, our employees or employees of 
other contractors would benefit financially and would pay additional taxes to the 
Government. 

In summing up, I feel that it would not be to the interest of the Federal Gov- 
ernment to develop Niagara power under public ownership and that the benefits 
accruing to the Government from the development by private enterprise should 
gain support for the passage of these bills. 

In closing I would like to say that I firmly believe our small company is con- 
clusive proof of the success of the private enterprise system. Everything that we 
have including good living conditions, luxuries, education, and even health, is a 
result of that system. Furthermore, I believe that every single person sitting in 
this room can honestly say that everything that they have is a direct result of 
the private enterprise system. It is the best and greatest system that man ever 
devised for freedom and welfare. 

Gentlemen, in view of the great accomplishments which we as individuals have 
accomplished under the system of private enterprise, it is my opinion that we 
should do everything in our power to strengthen that system because it is the 
very lifeblood of America. 

Mr. Donpero. Is there anything you would like to say to the com- 
mittee ? 

Mr. Fotey. Not so long as you are short on time, Mr. Chairman. 

Mr. Donpero. Are there any questions to my left or right? 

(No response. ) 

Mr. Donpero. Thank you very much, Mr. Foley. 

Mr. Roger B. McWhorter, of the Federal Power Commission. Do 
you care to make a statement at this time? 


STATEMENT OF ROGER B. McWHORTER, MEMBER OF THE 
INTERNATIONAL JOINT COMMISSION 


Mr. McWuorter. Mr. Chairman, I will take only 1 minute. 

Mr. Donpero. Mr. McWhorter, of the Federal Power Commission. 

Mr. McWuorter. Mr. Chairman, I appear on this occasion, how- 
ever, in my capacity as a member of the International Joint Com- 
mission, United States and Canada, sometimes called the Boundary 
of Waters Commission, rather than as Chief Engineer of the Federal 
Power Commission. 
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Mr. Chairman, Chairman Stanley of this Commission would be 
here in person but for the fact that he is out of the city. My other 
colleague, Mr. Eugene W. Weber, is here, and between us if the com- 
mittee wants information other than that which I will give you right 
now, I hope we will be able to supply it in a moment. 

I have a very brief statement, but if it would save your time I will 
not even take the time to read it, but will just file it with you. 

Mr. Donpero. Is there any question from any member of the com- 
mittee ¢ 

( No response. ) 

Mr. Donpvero. Your statement will be received and made a part 
of the record. 


(The statement of Mr. McWhorter is as follows:) 


STATEMENT OF RoGeR B. MCWHorTER, MEMBER OF THE INTERNATIONAI 
JOINT COMMISSION 


rhe purpose of the three bills under consideration by the joint committee today 

preserve the scenic beauty of the Niagara Falls and River, to authorize 

the construction of certain works of improvement on that river for power 

purposes, and to further the interests of national security by authorizing the 
prompt development of such works of improvement for power purposes 

Inasmuch as the part of the Niagara River flow to be available in the future 
for preserving and enhancing the scenic beauty ef the Niagara Falls and River 
is already definitely fixed by treaty between the United States and Canada, 
none of the three bills under consideration today, if enacted into law, would 
affect in any way the public interests which the Internationa! Joint Commission 

responsible for protecting. In other words, under any one of these bills all 
Niagara River flow except that specifically reserved and dedicated to the preser- 
vation and enhancement of scenic beauty at the falls could be diverted from 
the river above the falls and used for the production of hydroelectric energy. 

Pursuant to article IIT of the treaty, signed at Washington on February 27, 1950, 
and which became effective with the exchange of ratifications at Ottawa on 
October 10, 1950, the International Joint Commission submitted a report to the 
two governments on May 5, 1953, only a few days ago, recommending that certain 
definite remedial works be constructed to accomplish in part the purposes of said 
treaty If the Commission’s recommendations are approved by the two Govern- 
ments, all of the remedial works will be constructed under supervision of the 
Commission as provided in article II of the treaty. 

The beneficial effects to be obtained by the remedial works are described 
briefly in the Commission’s report and in more detail in the report of its Inter- 
national Niagara Falls Engineering Board which is attached to and constitutes a 
part of the Commission’s report. 

For the information of your committee, Mr. Chairman, I understand that the 
Commission’s report will be made public by the Governments of the United States 
and Canada at 4 p. m., Friday, May 15, 1953. 

Mr. McWuorrer. I might say, Mr. Chairman, that the Interna- 
tional Joint Commission officially is concerned with the preservation 
of the scenic beauty of the Niagara Falls and River, and it is on that 
matter that we testify. 

Mr. Donpvero. Mr. McWhorter. regardless of who builds this power 
project, will not the works for the preservation of the scenic beauty 
of the falls be constructed and directed by the Corps of Army Engi- 
neers of this Nation? 

Mr. McWuorrer. No; it will not be, Mr. Chairman. It will be 
constructed under the supervision of the International Joint Com- 
Mm ISsion. 

Mr. Donprero. Will the work be done by the Army engineers of 
the United States? 
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Mr. McWuorter. The part on this side of the river, which amounts 
to less than one-eighth of the total, will be done by the Corps of 
Engineers. 

Mr. DonpeRo. Who will perform the rest of the work ? 

Mr. McWuorrer. The Hydroelectric Power Commission of 
Ontario. 

Mr. Donpero. It is on their side of the river? 

Mr. McWuorvrer. That is correct. Yes. sir. Most of the work, 
perhaps more than 90 percent of it, is on the Canadian side. 

Mr. Donprro. But it is all under the direction of the International 
Joint Commission of the two countries ? 

Mr. McWuorter. Yes,sir. It will be constructed under the super- 
vision of that Commission. 

Mr. Donpero. Are there any questions from members of the 
committee ? 

Mr. Smautu. You are a member of that Commission, are you not ? 

Mr. McWuorter. I am. 

Mr. SMmauu. And you will have an opportunity to see that the scenic 
beauty is retained, will you not? 

Mr. McWuorrer. Yes, sir. And we will try to do that, too. 

Mr. Smauyi. You are charged with that duty, as a matter of fact? 

Mr. McWuerrer. We are charged under the treaty—under article 
II of the treaty of 1950 we are charged with that duty. And the very 
extensive experimentation with hydraulic models done by this Com- 
niission convinces us that we will not only preserve, but will enhance 
the beauty of the falls and river. 

Mr. Neat. May I ask how many members there are on that Com- 
mission ? 

Mr. McWuorrer. Six members—three from the United States and 
three from Canada. 

Mr. Mac Kk. Mr. McWhorter, the power from this project will be dis- 
tributed over 10 States. as I understand it. 

Mr. McWuorrer. Over how many ? 

Mr. Mack. Ten, or over a number of States, at least. 

Mr. McWuorrer. Over a number, anyway. 

Mr. Mack. Who will fix the power rates in the States outside of 
New York, where it is generated / 

Mr. McWuorrer. In States where transmission and sales are en 
tirely intrastate in character, the State public service commissions 
fix the rates; but as to interstate transmission, rates for power trans- 
mitted in interstate commerce and sold at wholesale are fixed by the 
Federal Power Commission. 

Mr. Mack. At least the power from this dam would all be sold at 
wholesale, wouldn’t it ? 

Mr. McWuorter. I think so. 

Mr. Smiru. Just to clear up one point, it is my understanding that 
under the Capehart-Miller bill the license is granted to a power com- 
pany of New York to generate and sell this power. 

Mr. Mack. I am interested in ascertaining if the power is generated 
in the State of New York, who fixes the rate when portions of that 
power are sold in the State of Ohio? 

Mr. Smirn. It would not be sold in Ohio under the bill we are 
considering. 
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Mr. Donpero, I presume it would be sold by the companies wher- 
ever they are operating; five of them operate, as I understand it, 
mostly in the State of New York, 

Mr. Mack. I understood that they gave guaranties to the other 
States that they would secure a portion of that power—all of the 
States of the region. 

Mr. Donvrero. I do not know about that situation. I want to say 
for Mr. McWhorter that he has been before this committee a number 
of times and is one of the best informed men we have on some of the 
public problems involving power and water resources that we have in 
the Nation’s Capital. 

Mr. McWnuorrer. Thank you very much, Mr. Chairman. 

Mr. Donprero. Are there any other questions of Mr. McWhorter ? 

( No response. ) 

Mr. Donprero. Thank you, Mr. McWhorter. 

At this point in the record we will insert the report of the Interna- 
tional Joint Commission of May 5. 1953. 

(The report of the International Joint Commission of May 5, 1953, 
is as follows:) 


The following report signed on May 5, 1953, was filed with the Department of 
State, Woeshington, and with the Department of External Affairs, Ottawa, on 
May 12, 1953. 


INTERNATIONAL JOINT COMMISSION, UNITED STATES-CANADA, REPORT TO THE Gov- 
ERNMENTS OF THE UNITED STATES OF AMERICA AND CANADA ON REMEDIAL WORKS 
Necessary To PRESERVE AND ENHANCE THE SCENIC BEAUTY OF THE NIAGARA 
FALLS AND RIVER 


This report to the Governments of the United States of America and Canada, 
with recommendations, is submitted pursuant to a reference to this Commission 
embodied in identical letters dated October 10, 1950, and signed by the Under 
Secretary of Stute of the United States and the Acting Secretary of State for 
External Affairs for Canada. The full text of the reference is quoted below: 

“IT have the honor to inform you that the Governments of Canada and the 
United States of America have agreed to request the International Joint Com- 
mission to investigate and make a report containing: 

“(1) Recommendations concerning the nature and design of the remedial 
works necessary to enhance the beauty of the falls in the Niagara River by dis- 
tributing the waters so as to produce an unbroken crestline on the falls, in 
accordance with the objectives envisaged in the final report submitted to Canada 
and the United States of America on December 11, 1929, by the Special Inter- 
national Niagara Board and bearing in mind the provisions for the diversion of 
the waters of the Niagara River and the apportionment thereof, which have been 
agreed upon by the two Governments in the treaty of February 27, 1950, respect- 
ing the uses of the waters of the Niagara River. 

“(2) Recommendations concerning the allocation of the task of construction 
of remedial works as between Canada and the United States of America, having 
regard to the recommendations made under paragraph (1). 

“(3) An estimate of the costs of such remedial works. 

“In the conduct of its investigations, and otherwise in the performance of its 
duties under this reference, the International Joint Commission may utilize the 
services of engineers and other specially qualified personnel of technical agencies 
of Canada and the United States, and will so far as possible make use of infor- 
mation and technical data which has been acquired by such technical agencies 
or which may become available during the course of the investigation, thus 
avoiding duplication of effort and unnecessary expense.” 

The treaty referred to in paragraph (1) of the reference respecting the uses 
of the waters of the Niagara River was signed at Washington, D. C., on February 
27, 1950, approved by the Canadian Parliament on June 14, 1950, consented to 
hy the United States Senate on August 9, 1950, and put into force by an exchange 
of ratifications at Ottawa on October 10, 1950. 

In the preparation of this report the Commission has been particularly con- 
cerned with articles II to VI inclusive of the treaty, which read: 
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“ARTICLE II 


“The United States of America and Canada agree to complete in accordance 
with the objectives envisaged in the final report submitted to the United States 
of America and Canada on December 11, 1929, by the Special International 
Niagara Board, the remedial works which are necessary to enhance the beauty 
of the falls by distributing the waters so as to produce an unbroken crestline on 
the falls. The United States of America and Canada shall request the Inter- 
national Joint Commission to make recommendations as to the nature and de- 
sign of such remedial works and the allocation of the task of construction as 
between the United States of America and Canada. Upon approval by the 
United States of America and Canada of such recommendations the construction 
shall be undertaken pursuant thereto under the supervision of the International 
Joint Commission an:] shall be completed within 4 years after the date upon 
which the United States of America and Canada shall have approved the said 
recommendations. The total cost of the works shall be divided equally between 
the United States of America and Canada 


“ARTICLE III 


“The amount of water which shall be available for the purposes included in 
nurticles IV and V of this treaty shall be the total outflow from Lake Erie to 
the Welland Canal and the Niagara River (including the Black Rock Canal) less 
the amount of water used and necessary for domestic and sanitary purposes and 
for the service of canals for the purposes of navigation. Waters which are 
being diverted into the natural drainage of the Great Lakes system through the 
existing Long Lac-Ogoki works shall continue to be governed by the notes ex- 
changed between the Government of the United States of America and the 
Government of Canada at Washington on October 14 and 31 and November 7, 
1940, and shall not be included in the waters allocated under the provisions of 
this treaty. 


“ARTICLE IV 


“In order to reserve sufficient amounts of water in the Niagara River for 
scenic purposes, no diversions of the water specified in article III of this treaty 
shall be made for power purposes which will reduce the flow over Niagara Falls 
to less than 100,000 cubic feet per second each day between the hours of 8 a. m., 
e. s. t., and 10 p. m., e. s. t., during the period of each year beginning April 1 and 
ending September 15, both dates inclusive, or to less than 100,000 cubic feet per 
second each day between the hours of 8 a. m., e. s. t., and 8 p. m., e. s, t., during 
the period of each year beginning September 16 and ending October 31, both 
dates inclusive, or to less than 50,000 cubie feet per second at any other time; 
the minimum rate of 50,000 cubic feet per second to be increased when addi- 
tional water is required for flushing ice above the falls or through the rapids 
below the falls. No diversion of the amounts of water, specified in this article to 
flow over the falls, shall be made for power purposes between the falls and Lake 
Ontario. 


“ARTICLE V 


“All water specified in article III of this treaty in excess of water reserved for 
scenic purposes in article IV may be diverted for power purposes. 


“ARTICLE VI 


“The waters made available for power purposes by the provisions of this treaty 
shall be divided equally between the United States of America and Canada.” 


INTERNATIONAL NIAGARA FALLS ENGINEERING BOARD 


Upon receipt of the reference the Commission created the International Niagara 
Falis Engineering Board, composed of engineers drawn from the technical agen- 
enies of Canada and the United State, and directed it to make the necessary 
investigation of the Niagara Falls and River, and thereafter prepare a report 
setting for the Board's findings and recommendations. The Board was directed 
to include in its report preliminary designs of the recommended remedial works, 
an estimate of the cost of such works and recommendations concerning the allo- 
cation of tasks of construction of the remedial works as between Canada and the 








204 NIAGARA POWER DEVELOPMENT 


United States. The Board’s report, dated March 1, 1953, is attached hereto and 
constitutes a part of the Commission’s report to the two Governments. 


DESCRIPTION OF THE NIAGARA FALLS AREA 


The Niagara River, about 36 miles in length, connects Lake Erie and Lake 
Ontario. The river carries the outflow from the four upper lakes of the Great 
Lakes system, averaging about 200,000 cubic feet per second. The fall from lake 
to lake is 326 feet, about half of which is concentrated at Niagara Falls, 21.6 
miles below the head of the river. 

In the 1-mile reach immediately above the falls, the river drops about 50 feet 
through cascades and rapids. Goat Island divides the river into two parts, the 
larger leading to the Horseshoe Falls on the Canadian side and the smaller to the 
American Falls 

The distance from shore to shore at Horseshoe Falls is 1,200 feet but the total 
length of crest around the horseshoe is 2,500 feet. The central portion of the 
crest has been receding faster than the flanks, with the result that in the last 
100 vears the crest length has increased about 100 feet. The depth of water 
flowing over the crest near each shore is less than 1 foot and this portion of the 
falling sheet of water usually appears white. Towards the center of the horse 
shoe the crest depth increases to a maximum of 12 feet and the falling sheet of 
water has a darker, greenish appearence 

The American Falls has a relatively low flow distributed quite evenly along its 
1,100 feet of crest and has receded very slowly as compared with the Horseshoe 
Falls 

NATURE AND EXTENT OF THE PROBLEM 


The vast storage capacity of the upper Great Lakes results in an unusually 
uniform flow in the Niagara. This flow and the concentration of fall at Niagara 
have created a scenic spectacle of unusual beauty and a hydroelectric power 
resource of great value. Both Canada and the United States have given atten 
tion over the years to the preservation and use of these assets. 

In the Boundary Waters Treaty of January 11, 1909, the two countries agreed 
to permit diversion of up to 56,000 cubic feet per second of the Niagara River flow 
for power purposes. To forestall possible adverse effects on the scenic beauty, a 
Special International Niagara Board was formed in 1926 to consider the problem 
The Board recommended early construction of an initial phase of remedial works 
and outlined the further measures to be considered for preservation of the beauty 
of the falls under conditions which would permit more complete utilization of the 
hydroelectric potential. 

With the growing need for power for defense activities the Governments of 
Canada and the United States concluded agreements in 1940 and 1941 to utilize 
on a temporary basis an additional 26,500 cubic feet per second of Niagara 
flow for power purposes. Pursuant to these agreements the initial phase of 
remedial works recommended by the Special International Niagara Board 
was accomplished by construction of a submerged weir in the Niagara River 
about 1 mile above the Horseshoe Falls during the period 1942 to 1947. The 
weir has substantially compensated for the lowering effect of the power diver 
sions on the Chippawa-Grass Island Pool and has greatly increased the flow 
over the American Falls; but, of course, it has not improved the conditions on 
the flanks of the Horseshoe Falls. 

In 1944 and 1948S the earlier agreements were modified to provide for small 
additional temporary diversions, and discussions which led to the treaty of 
February 27, 1950, were commenced $y means of this treaty the two Govern 
ments put into effect a revised permanent schedule of permissible power di- 
versions under which the flow over the falls may be reduced to not less than 
$100,000 cubic feet per second during the daylight hours of the tourist season and 
to not less than 50,000 cubic feet per second at any other time. Analyses and 
tests by the Board indicated that under these flow conditions the following objec 
tionable conditions would result if remedial works were not provided: 

(a) The Chippawa-Grass Island Pool level would drop as much as 4 feet 
below its present normal elevation, thereby exposing considerable areas of the 
riverbed presently covered, particularly in the vicinity of the head of Goat 
Island. The general lowering of this pool would result in some lowering of 
levels of Lake Erie. 
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(b) The lowering of the Chippawa-Grass Island Pool level would reduce the 
flow over the American Falis well below that necessary for a satisfactory scenic 
spectacle. 

(c) Under future maximum permissible diversions the flow over Horseshoe 
Falis during tourist-season days would be concentrated toward the center leaving 
unsatisfactory conditions at the flanks; and during the nontourist season and 
the night hours of the tourist season, the flow over the Horseshoe Falls would be 
so concentrated near the center of the crest as to leave the flanks dry. 

(d@) The necessary change in the Chippawa-Grass Island Pool level to in 
crease the flow over the falls from 50,000 to 100,000 cubic feet per second and 
vice versa would require so much time that only a small part of the extra diver 
sion authorized at night during the tourist season could be used. Moreover, 
the lowering of the pool would slightly reduce the output of existing power 
plants. 


OBJECTIVES 


In conducting the studies for this report it was considered imperative that 
the remedial works be designed to improve the distribution of flow along the 
crest of the Horseshoe Falls, maintain the present satisfactory conditions at 
the American Falls, and control the levels of the Chippawa-Falls Island Pool 
The maintenance of the present relationship between river flow and pool level is 
considered essential. Such regulation would preserve the existing conditions 
and apparance of the Niagara River upstream from the pool and would insure 
that Lake Erie levels and corresponding outflows would remain unaffected, thus 
protecting interests upstream which otherwise might be affected adversely by a 
general lowering or rapid variation in the pool level. In addition, adequate flow 
down the American Rapids and over the falls would be assured. Full advantage 
could be taken of the additional water available for power diversions in the night 
hours of the tourist seson as well as at all other times. Therefore, it is con- 
sidered that the remedial works should insure 

(a) A dependable flow of water over the American Falls and in the vicinity of 
Three Sisters Islands, approximating the satisfactory flow under existing con 
ditions ; 

(5) A dependable adequate flow over both flanks of the Horseshoe Falls suffi 
cient to provide an unbroken crestline ; 

(c) Maintenance of the present relationship between the total river flow and 
the level of the Chippewa-Grass Island Pool; and 

(d) Ability to meet promptly the changes in permissible power diversions 
while assuring flows of either 50,000 or 100,000 cubic feet per second over the 
falls, 


INVESTIGATION AND STUDY PROCEDURI 


As contemplated in the reference, the detailed surveys and studies necessary 
for the design of remedial works to meet the objectives outlined above were 
accomplished by calling on the appropriate agencies in both countries. The 
International Niagara Falis Engineering Board appointed a working committee 
consisting of representatives of the agencies having regularly assigned respon- 
sibilities for the types of work involved. The regular field organizations of 
the appropriate agencies were asked to perform the various types of surveys and 
studies needed, thus insuring that the services of specialists available in both 
countries were utilized on various aspects of the problem as required. 

The unusual river conditions at and in the vicinity of Niagara Falls, including 
high velocities of flow, great turbulence, and the risk that workmen might be 
swept downstream and over the falls, made determination of water-surface eleva- 
tions, configuration of the riverbed, and hydraulic measurements extremely diffi- 
cult. Nevertheless, by ingenious methods including use of helicopters, balloons, 
echo sounders, and searchlights, together with extra precautions with normal sur 
veying equipment, thorough field surveys were made and adequate physical data 
for the design of the remedial works were obtained as described in the accom 
panying report of the Board. 

The major phase of the engineering studies necessary for design of the 


remedial works was accomplished by means of hydraulic model studies. In 
order to cover all aspects of the problem and to utilize fully the available tech 
nical forces in both countries, two models were built One model was cot 


structed by the Corps of Engineers at its Waterways Experiment Station at 
Vicksburg, Miss. This model covered the entire upper Niagara River from Lake 
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Erie to and including the falls. The other model was constructed by the Hydro- 
electric Power Commission of Ontario at Islington, near Toronoto. This model 
was built to cover at the largest practicable scale the falls proper and the 
cascades and pool area immediately above the falls. 

By use of the two models, complementary in coverage and providing a means 
of checking various tests, the full range of river conditions and numerous pos- 
sible variations of remedial works were analyzed and tested. The Commission 
is convinced that use of this important engineering tool made possible the design 
of the remedial works in a minimum of time and with maximum assurance of 
their adequacy. 

As the model tests and design of remedial works neared completion, the Com- 
mission invited representatives of parks commissions and other interested agen- 
cies in both Canada and the United States to witness tests at the Islington 
model under typical conditions to be expected with and without the proposed 
remedial works. AS a result of these demonstrations, representatives of these 
nterests in general expressed their concurrence in the proposals for remedial 
works to preserve and enhance the scenic beauty of the falls. 


l 
’ 
i 


RECOM MENDED PLAN OF REMEDIAL WORKS 


The recommended plan of remedial works was developed as described in sec- 
tion V of the Board’s report. The complete plan consists of 3 separate works 
which, in the opinion of the Board, are necessary to ensure that the terms and 
intent of the 1950 treaty will be fully met: 

(a) A Chippewa-Grass Island Pool control structure 

(b) An exeavation in the Horseshoe Cascades lying immediately upstream 
from the Canadian flank, and a crest fill 100 feet long on the Canadian flank 
extending out from the shore. 

(c) An exeavation in the Horseshoe Cascades lying immediately upstream 
from the Goat Island flank, and a crest fill 300 feet long on that flank extending 
out from the shore. 

The location of the Chippewa-Grass Island Pool structure is shown in general 
on plate 3 and in detail on plate 6 of the Board’s report. The structure would 
extend out from the Canadian shore some 1,500 feet into the river on a line 
parallel with the present submerged weir and 200 to 250 feet downstream there- 
from. With the exception of an approach fill adjacent to the Canadian shore, the 
structure would consist entirely of piers and movable control gates. 

The excavation in the Horseshoe Cascades in the area upstream from the 
Canadian flank will tap the deep stream that flows down the Canadian side of 
the cascades and divert flow to the Canadian flank in quantities adequate to cover 
the flank and preserve the spectacle under all future conditions. The extent 
and grade of the excavation are shown in detail on plate 7, the estimated quantity 
involved being some 64,000 cubic yards of rock. As shown on plate 7, the crest 
fill of 100 feet on the Canadian flank adjacent to the Canadian shore would 
extend upstream about 100 feet where it would merge with the present shoreline. 
It is contemplated that a concrete retaining wall, faced with stone to blend into 
the surroundings, would enclose this fill. Inside the wall, fill would be placed to 
the grade of the adjacent improved park area, and the whole landscaped to pro- 
vide an attractive area for viewing the cascades and falls at close range. 

The excavation in the Horseshoe Cascades on the Goat Island flank will divert 
an adequate volume of flow over that flank under all future conditions in a 
manner similar to that on the Canadian side. The extent and grade of this 
excavation is shown in detail on plate 7, the estimated quantity involved being 
24,000 cubic yards of rock. The 300-foot crest fill adjoining Goat Island would 
merge with the existing shoreline about 300 feet upstream. The extent of this 
fill is shown in detail on plate 7. A concrete retaining wall suitably faced with 
rock would surround the fill which would be so graded as to be accessible from 
Goat Island. This area, suitably landscaped, would provide a much-needed 
vantage point from which to view the cascades and falls. This fill is very 
similar to an improvement which it is understood has been under consideration 
by the Niagara Frontier State Park Commission. 
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RESULTS TO BE EXPECTED FROM REMEDIAL WORKS 


From the exhaustive and comprehensive series of engineering studies and 
model tests carried out on the proposed plan of remedial works at both Vicks- 
burg and Islington, the Commission is confident that the proposed plan would 
fulfill the terms and intent of the 1950 treaty. By operation of the gates in the 
proposed Chippewa-Grass Island Pool control structure, the same pool level 
would be maintained in the future, under power diversions permitted by the 
the 1950 treaty, as would result from conditions above Niagara Falls since the 
completion in 1947 of the existing submerged weir, and under present power 
diversions. Such regulation would preserve the regimen of the river in the 
Chippewa-Grass Island Pool and upstream thereof and would insure that Lake 
Erie levels and outflows would remain unaffected. Such regulation also would 
maintain sufficient flow over the American Falls to preserve the present satis- 
factory appearance which has prevailed since completion of the existing sub- 
merged weir in 1947. Adequate and scenically satisfactory flow conditions 
would exist at the head of Goat Island and in the vicinity of the Three Sisters 
Islands. 

The design of the control structure is such that a total flow over the falls 
of either 50,000 or 100,000 cubie feet per second as specified in the 1950 treaty 
may be produced expeditiously at any time through the full range of Chippawa- 
Grass Island Pool levels without affecting the level of the pool, thereby making 
available for power purposes the maximum amount of water. The control 
structure sluices equipped with gates which lower to open can be expected 
to pass low and normal runs of ice while maintaining proposed pool levels, 
but in the event of an unusually heavy ice run, it is envisaged that all sluices 
would remain fully open during the run to minimize any obstruction to the 
floes. During such periods, which are usually of short duration, the normal 
regulation of the pool would be suspended as the safe passage of ice is the 
more important consideration. 

The proposed plan of excavations and crest fills in the Horseshoe Falls Cas- 
cades would ensure that in the daytime of the tourist season, when a minimum 
of 100,000 cubic feet per second is to be discharged over the falls, an unbroken 
crestline on the Horseshoe Falls would extend from shore to shore and the 
intensity of flows on the flanks would always be sufficient to produce a very 
satisfactory scenic spectacie. In the other periods of the year, when a flow over 
the falls as low as 50,000 cubic feet per second is permitted by the 1950 treaty, 
these works would ensure that an unbroken crestline would always exist, and 
that the intensity of flow would be such that an impressive spectacle would 
result. The increasing of the flow over the flanks of the Horseshoe Falls by 
the diversion of water from the deep channels leading into the central portion 
of the Horseshoe will reduce the rate of recession in the central portion. 


CONCLUSIONS 


(a) Engineering studies and model tests show conclusively that remedial 
works are required to prevent impairment of the scenic beauty of Niagara 
Falls and River under flow conditions to be expected when withdrawals are 
made for power purposes to the extent permissible under the treaty of Febru- 
ary 27, 1950. 

(b) Hydroelectric power works already under construction and scheduled for 
completion and operation within the next few years could not be fully utilized 
without detrimental effects on the beauty of the falls unless remedial works 
are provided. 

(c) In view of the urgent need for the power to be produced by generating 
facilities already under construction and other facilities to be constructed, 
initiation as soon as possible this year and completion within 4 years, of the 
remedial works authorized by the 1950 treaty is a matter of urgency in the 
national interest of both countries. 

The objectives for preservation and enhancement of Niagara Falls as con- 
templated by the 1950 treaty can best be accomplished by construction of the 
remedial works described in this report and hereinafter recommended. 
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RECOM MENDATIONS 


In re sponse to specific requests of the two Governments as set forth in the 


} 


reference, the Commission submits the following recommendations : 


1. Recommendations concerning the nature and design of the remedial works 
necessary to preserve and enhance the scenic beauty of the Niagara Falls 
and River 

The Commission recommends the construction of the remedial works de- 
scribed in this report and in the Board's report which is attached hereto and 
made a part hereof, with such minor modifications as the Commission may 
deem advisable at the time of construction, the works to include: 

(a) A Chippawa-Grass Island Pool control structure, extending out from 
the Canadian shore approximately 1,550 feet into the Niagara River, parallel 
to the existing submerged weir and about 225 feet downstream therefrom; 

(b) An excavation in the Horseshoe Cascade lying immediately upstream 
from the Canadian flank of the Horseshoe Falls and a crest fill on that flank 
about 100 feet long; and 

(c) An exeavation in the Horseshoe Cascades lying immediately upstream 
from the Goat Island flank of the Horseshoe Falls and a crest fill on that flank 
about 300 feet long 


2. Recommendations concerning the allocation of the task of construction of the 


remedial works as between Canada and the United States of America 


The Commission recommends that the task of construction be divided between 
the two countries in such manner that each country would construct, generally, 
those portions of the works which lie within its national boundaries. On this 
basis, Canada would construct the Chippawa-Grass Island Poo) control structure 
and the excavation and crest fill on the Canadian flank of the Horseshoe Falls; 
and the United States would construct the excavation and crest fill on the Goat 
Island flank of the Horseshoe Falls, including the small amount of excavation 
on the Canadian side of the boundary. 

The Commission further recommends that the construction of the proposed 
remedial works be initiated at the earliest possible moment and be pressed to 
competion as rapidly as possible. It is especially important that construction 
of the Chippawa-Grass Island Pool control structure be commenced immediately 
and that it be constructed to its ultimate length of approximately 1,550 feet 
unless during the course of construction the status of prospective additional 
power diversion should permit consideration of a shorter structure initially. 
The excavation and fill on either flank of the Horseshoe Falls should be started 
as soon as possible and substantially completed before work is begun on the 
excavation and fill on the other flank in order to minimize temporary adverse 
effects on the scenic spectable during the construction period 

t. The Commission also recommends that the two Governments authorize it 
to establish a control board to supervise the operation of the proposed control 
structure to insure accomplishment of its intended purposes and to insure that 
the levels of the Niagara River and Lake Erie will not be adversely affected. 
These functions, deemed properly within the purview of the Commission, are 
closely related to the function of determining the amount of water available 
for the purposes of the treaty of February 27, 1950. Accordingly, it would seem 
desirable and in the public interest that the representatives of the United States 
and Canada to be designated pursuant to article VII of the treaty be appointed 
by the Commission to serve also as members of the control board which the 
Commission desires to establish and hold responsible for the operation of the 
Chippawa-Grass Island Pool control structure. 
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COST ESTIMATES 


The construction cost of the remedial works (not including the comparatively 


small amount of preconstruction costs) is estimated to total $17,536,000 at July 
1952 construction-cost levels. A breakdown of this estimate is shown below : 


Chippawa-Grass Island Pool control structure, 1,550 feet long $14, 594, 000 
Excavation and fill in the cascades on the Canadian flank of the 
> | a . 1, 582.000 
Excavation and fill in the cascades on the Goat Island flank of the 
Horseshoe Falls = a 1, 360, 000 
Total Regn i _.. 17,536, 000 


Estimated annual cost of operation and maintenance of the remedial 


works $100, 000 


Certain preliminary costs have been incurred under the terms of the reference 
for surveys of the Niagara River between Lake Erie and the falls and for 
other field investigations; also for 2 hydraulic models simulating the Niagara 
River above the falls. 1 at Islington, Ontario, and the other at Vicksbure, 
Miss., and for much experimental work accomplished by the use of these models 
in connection with the design of the remedial works hereinbefore recommended ; 
and for office studies and other activities incidental to determination of the 
most suitable types of remedial works. Inasmuch, however, as a part of this 
preliminary cost, particularly the costs incurred in connection with the hydraulic 
mocels, is chargeable to power development in both Canada and the United 
States, the duty of segregating the part thereof properly chargeable to remedial 
works, and determining the Canadian and United States costs properly charge- 
able thereto, is a duty which now devolves upon the Commission. 

As soon as cost data and other essential information are available in sufficient 
detail, a supplemental report on costs incurred through March 31, 1953, for 
remedial works will be submitted to the two Governments. On the basis of in- 
complete information now available, it appears that such costs might aggregate 
about 2% percent of the estimated construction cost 


DIVISION OF COSTS 


Under the provisions of article II of the treaty the cost of the remedial works 
and the expense of operating and maintaining them are to be borne by the United 
States and Canada in equal moieties. 

Signed this fifth day of May 1953 

A. O, STANLEY, 

A. G. L. MCNAUGHTON, 
Rocer B. McWHorrTER, 
GEO. SPENCE, 

EUGENE W. WEBER, 

J. LucIEN DANSEREAU. 

Mr. Donvero. Mr. Burton, of the New York Power Authority, is 
the next witness. 

We will be glad to hear you, Mr. Burton. 


STATEMENT OF JOHN E. BURTON, CHAIRMAN OF THE POWER 
AUTHORITY OF THE STATE OF NEW YORK 


Mr. Burron. Thank you, Mr. Chairman. 

Mr. Donpero. Mr. Burton has been here on previous occasions and 
always brings with him a fund of information. 

Mr. Burron. Thank you very much. 

Mr. Donpero. Mr. Burton, of the New York Power Authority. 

Mr. Burron. You know, I like to stand up so I can work faster. 

Mr. Donpero. Would you like to include your statement in the rec 
ord and then discuss the matter with us orally, Mr. Burton / 

Mr. Burron. If you wish, sir. 
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Mr. Donpero, Just in the interests of saving time. 

Mr. Burron. It will be very good. The entire statement w ill be in- 
troduced in the record ? 

Mr. Donprero. We would be glad to receive it, and it will be made 
part of the record, without objection. 

Mr. Neat. Mr. Chairman, I personally would like to hear his state- 
ment. I think we will get a little different view on the case which 
should be emphasized. 

Mr. Donprro. Very well. 

Mr. Burron. I think I can do it quite quickly, Mr. Dondero. 

Mr. Donpvero. You proceed in your own way. 

Mr. Burron. From what has gone on yesterday and today, and by 
my testimony that has already been offered by Mr. Miller and Mr. 
Rooseve ot you certainly can gather that the power authority is be- 
tween the devil and the de ‘ep blue sea in the issues presently before 
this committee. We are not public power, and we are not private 
power; we are determined to join the good of both in a system or plan 
that will produce the greatest economies of electric power production 
and distribution and avoid the waste of public-priv ate competition. 

Mr. Donvero. Mr. Burton, would you prefer to sit down ? 

Mr. Burron. No, I would not, unless you wish me to. 

Mr. Donvero. We have an amplifier there which can be used if 
you do sit down. 

Mr. Burron. You should give us a lectern because it is easier to 
work standing up. 

Mr. Donprro. Up to this point we have not been able to afford it. 

Mr. Burron. Mr. Chairman, we are determined to join the good of 
both public and private power in a system or plan that will produce 
the greatest economies of electric power production and distribution 
and avoid the waste of public-private competition. 

We abhor the dog-eat-dog attitude that has developed between 
public and private power advocates. There should be no place today 
in America for a whole-hog philosophy on either side. We are con- 
vinced that the evils of Marxian central controls and dictation or 
ownership of our productive resources can be kept from our shores 
by mutual respect, understanding, and cooperation between our pri- 
vate and public enterprise capacities. 

The power authority is opposed to both the Capehart-Miller and 
Lehman-Roosevelt bills. Neither one fits the circumstances of our 
belief or determination. 

Neither the Capehart-Miller nor Lehman-Roosevelt bills observes 
the law and policy of me Yew York State Water Power Act. The 
New York State Water Power Authority Act (sec. 1001, art. 5, of the 
authorities law) declares that the parts of the St. Lawrence and 
Niagara Rivers within the boundaries of the State of New York are 
natural resources of the State and that their power and power sites— 
shall always remain inalienable to, and ownership, possession, and control thereof 
shall always be vested in, the people of the State. 

The State law is supported by the policy and pledges of both our 
major political parties. Fundamentally this is not a partisan issue 
in our State and it has not been so since before 1934. We have already 
furnished each Member of Congress statements of the pl: tforms of 
the Republican Party and Democratic Party, dating many years back, 
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which demonstrate that both parties agree that Niagara and St. Law- 
rence shall forever be held and controlled by the people of the State. 

The New York plan for the public development of the a from 
the St. Lawrence and Niagara Rivers and safeguarding the benefits 
thereof is expressed unequivocally in New York law. The projects 
will be constructed and operated by the State and financed by the 
issuance of self-financing bonds without 1 cent of cost to State or 
Federal taxpayers. 

The State will pool its power with existing private, public, and 
cooperative utility systems. This will be done under agreements fair 
and equitable to consumer and company alike. If the existing utility 
companies prefer not to transmit and market the power, the State is 
empowered to build transmission lines to load centers. State trans- 
mission of St. Lawrence and Niagara power would be wasteful inso- 
far as it would duplicate existing lines and would block the stronger 
integration of our existing utility systems. 

Integration is the cooperation and interconnection of separate util- 
ity systems over a wide area to gain the use of the cheapest available 
power for a demand load varying throughout the area and to reduce 
the cost of reserve or standby generating c: apacity to the minimum. 
This integration should be encouraged to gain the greatest benefits 
from the great block of cheap power available from these two sites. 
The costs of electricity can be reduced by integration, and such a re- 
duction should be added to the reduction of costs that St. Lawrence 
and Niagara will bring. Large savings in public-private cooperation 
would be w iped out by “public-private competition. 

State law requires that the benefits of these two projects be safe- 
guarded to the people of the State as a whole and particularly domestic 
and rural consumers. It likewise recognizes that use by industry is 
necessary to maintain a high load factor and revenue returns to permit 
domestic and rural use at the lowest possible rates. 

We in New York are proud of our water-power act. It is a bond be- 
tween two of our great governors. Gov. Alfred E. Smith fought 
for and brought our law to the threshold of its enactment. Gov. 
Thomas E. Dewe “y put it to work. Senator Lehman and Congressman 
Roosevelt are certainly closely related to the law. 

Congressman Roosevelt said this generally this afternoon. 

Fundamentally we agree on the goal of insuring the greatest possi- 

le benefits of our public- power projects for the consumers of the 
Northeast. It is when we get to details that things snap and crackle. 
And I must admit they do snap and crackle. 

In the Lehman-Roosevelt bill for Niagara there is just no reason 
for Federal construction. The Federal Power Commission and the 
Army engineers would have to approve all State construction details 
and so could fully protect the national interest. Their bill would also 
require new transmission lines to be public, and a marketing preference 
for public agencies. 

These requirements would completely defeat the integration of a 
Northeast power pool and would block the maximum benefits of the 
State’s hydroprojects for all of our rural and domestic consumers, 
not just public domestic and rural consumers. 

On this question of preference we cannot see how a rural consumer 
served by a private company is any less rural than one served by a 
co-op; and we cannot see how a domestic consumer served by a pri- 
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vate company is any less domestic than a consumer of a municipal 
plant. It isthe New York plan that preference shall be given to rural 
und domestic consumers, and industrial uses shall be secondary. 
here is so much power that all can benefit and rural and domestic 
consumers can. benefit completely a fully to the extent of their 
needs. But we want that power to be equitably shared among all 
rural and domestic consumers in the ‘Seathanss , Whether they are pri- 
vately or publicly or cooperatively served. 

We feel that is equity, and we feel anything less than that is in- 
quitable. 

Mr. Donvero. I might say that Mr. Roosevelt suggested that be- 
cause of your position that you might be favoring certain interests 
or certain people. But your statement is you want to serve them all 4 

Mr. Burron. Mr. Roosevelt inadvertently picked up one sentence 
of my testimony to the Federal Power Commission wherein—I do 
not remember exactly how he said it, but it was a question where he 
said I said that if St. Lawrence power were going to be used for public 
purposes how could the people enjoy it? Immediately before that 
sentence I pointed out that a public purpose is, for example, a New 


York subway system; a public purpose could be a large industry in 
Jamestown, or large edinabdiie in Freeport. That defeats the very 
purpose Congressman Roosevelt himself is fighting for. The people 


for public power have got a fetish, and they are blind to what it would 
do to them in the Northeast. where we do have large industrial uses 
served publicly. They defeat themselves. 

I am sure Congressman Roosevelt did not intend to give the im- 
pression he did, because he read one sentence and did not realize the 
long, long argument that had gone on before the Federal Power 
Commission examiner. 

New York does not come before your honorable committees to argue 
our case on a legalistic basis. A most recent decision by the United 
States Court of Appeals of the District of Columbia in the case of the 
Niagara Moh wok Powe r Corporation ve Fede ral Powe r Commission 
states : 

An applicant for a license must show the Commission he has under State law 
the right to divert the water for the use of which he desires a license. Unless 
he has that right, we think the Commisison cannot lawfully issue a license to 
him 

The private companies do not have the right under State law to use 
the the water of Niagara, that is, the added water made available by 
the treaty. 

Mr. Donpero. I think at this point let us clear up one thing. Is it 
the position of the New York Power Authority that the water in the 
Niagara River does not belong to the Federal Government, but does 
belong to the State of New Y ork? 

Mr. Burton. As I understand the law—and you know, Mr. Chair- 
man, [ am not a lawyer, but a layman—it is not the water, but it is 
the use of the water which, in water law, except as it may interfere 
with navigation, is a matter for State legal determination. 

Mr. Donpero. I suppose that is on the ground that the boundary 
line of the State of New York runs to the middle of the stream and 
is coextensive with the international boundary line? 
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Mr. Burron. Yes, sir. We do own the bed of the stream to—I do 
not know whether it is called the international rift of the Niagara, 
but it is in the St. Lawrence: and the use of the water is subject to 
State control. It was Governor Dewey in 1943 who tested that law as 
to who could charge for the use of the water. And Niagara Mohawk 
today pays to the State of New York $1 million a year for the use of 
the } resent water that they divert. 

Mr. Donpero. That is the basis for the telegram I think you sent to 
the committee, that is, the statement which you just made, that the 
State of New York claims the right to use the water although you do 
not claim that the State of New York owns the water. 

Mr. Burron. No, sir: we do not claim the ownership of the water, 
but we claim the right to use it. But, Mr. Chairman, I do not want to 
press that point of law. Rather, on erounds of simple justice and 
reason, we ask Congress to respect and use the laws of a State that 
have been perfected to protect Its pe ople s natural resources. 

Congressman Miller, in supporting the private development of Ni- 
agara Falls, in comple te disregard for the law of his own State, recites 
that there is a “slight differential in the cost of raising capital” be 
tween private and State development. 

It is not possible to anticipate fully the financial scheme or de- 
preciation practice that would be adopte d by the 5-company combine 
under this bill. But. the State license would be good for 50 vears 
and depreciation could be extended over such a period. The slight 
differential” between State interest and amortization for 50 years, and 
what the private rate of return and depreciation would amount to 
during a like period is more than $500 million—not a very slight 
differential. 

It isa matter that has not been discussed before this committee yet. 
Everyone has concentrated on the question of taxes. Beyond taxes 
there is a difference between the cost of money and the rate of return 
that the utility is insured; not guaranteed, but which it may earn 
under public service commission law. 

Mr. Oakman. Will the gentleman yield at this point for a question ? 

Mr. Burron. Yes, sit 


Mr. Oaxman. That differential of interest you speak of is, I grant 
you, correct. But isn’t that differential only in direct re |: ationship to 
the present Federal income tax laws. In other words, if an investor 


is satisfied with a 314 percent return on a Federal ed of 30 years, 
let us say, he would be satisfied with a 314 percent return on the utility 
bond, plus an additional amount that will represent the Federal in- 
come taxes against the income from that bond. Is that not correct? 

Mr. Burton. No, Mr. Oakman. The interest market is completely 
upset now so we have lost our mooring until we get to where it 
settles down. 

Mr. Oakman. There is a temporary adjustment. 

Mr. Burron. But Mr. Cisler of the Detroit Edison Co.—— 

Mr. OaKkMAN. Yes. 

Mr. Burron. Just refinanced on a 20-year basis, I think, and he got 
a 3.8 percent rate. We do not think that as a public authority we can 
borrow money on bonds much cheaper, if cheaper, than a publie 
utility. The public utility can borrow its money such as it will bond 
and I do not know how much they will bond. They will have equity 
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and they will have bonds, but their bonds are going to cost them less 
than 4 percent. And w h atever - at cost is—let us say it is 314 per- 
cent—they turn right around and get 6 percent rate of return on that 
money. 

That is the profit motive, and it is all right except for one thing. 
The State of New York in 1931 said, “We do not want that done 
on Niagara and St. Lawrence. The power sites of the State of New 
York shall be publi icly developed.” I do not want to argue 
philosophically about it. I had nothing to do with the passage of 
the act. I knew Governor Smith, and I certainly know very well the 
young man who worked with him to bring that bill into being. That 

1b Moses who did the power authority a great servic e yester- 
clay 1 he put the entire Park Council of the State of New York 
be Ti deaees ceapenaae. 

Mr. Donvero. Mr, Burton, would we not have what we call a law 
of estoppel here on the part of the State of New York, you having 
vecepted money from these companies, or the Niagara Mohawk Co., 
for about 50 years for the use of that water? 

Mr. Burron. We are not in dispute at all for the water they are now 
using. They are now using permanently, under permanent license 
until 1971, 20,000 cubie feet a second. That is undisturbed in our law 
and undisturbed in the Lehman-Roosevelt proposal. It is undis- 
turbed, of course, in the five-company proposal. 

Mr. Donprero. But what I am calling your attention to is, is not 
the same principle involved in this new water made available by the 
treaty with Canada of 1950? 

Mr. Burton. No, Mr. Chairman; because they got that 20,000 cubic 
feet. per second of water finally in 1920. I think it was license No. 1 
under the Federal Water Power Act. That happened before the State 
law was passed which says that all power sites undeveloped now, and 
all power sites to be recaptured, shall forever be owned by the people. 
So that there is a difference. 

The water that they were permitted to take, back in 1920, is being 
taken today under different circumstances because there has been an 
ensuing State law. 

Mr. Donpvero. It was passed after the 1920 arrangement? 

Mr. Burron. Yes, sir. It was passed in 1931. 

Mr. Biarnix. Mr. Chairman, may I ask this question to elaborate 
on a point? 

Mr. Donpero. Mr. Blatnik. 

Mr. Bruarntk. This $500 million differential, which is the difference 
between the total cost of the State and private interests developing 
this project—who would pay that? Would that be reflected in higher 
power rates that would be charged to the consumers ? 

Mr. Burron. Yes. 

Mr. Briarntx. Against whom? 

Mr. Burton. The rates under public operation during that period 
of time would be that much less than the rates under private opera- 
tion. Private operation has to produce the cost of operation, plus 
a fair rate of return—and I believe in that on everything but Niagara 
and St. Lawrence. 

Mr. Donpero. Mr. Burton, the figure presented to this committee 
vas that the taxes that the company would have to pay would average 
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about $23 million a year. Now in 50 years that would amount to a 
little over a billion dollars, or twice the amount of differential you 
point out. 

Mr. Burron. May I go on with the next paragraph, because I come 
right to that point. And I do not particularly like what Congress- 
man Roosevelt was doing with that $9 million of Federal taxes he 
was willing that we should pay. 

The five-company proposition makes a virtue of imposing Federal 
taxes upon the electric consumers of the Northeast which are not 
paid by the consumers of TVA, Bonneville, or any other Government 
hydro projects. Mr. Miller does not well represent the electric con- 
sumers of his State when he would impose such taxes gratuitously 
upon us. At present rates, that is, Federal, this could be as much 
as another $500 million during the same 50-year period during the 
life of the project. 

Should Northeast electric consumers pay a premium of as much 
as $1 billion over the consumers of other hydro projects ¢ 

On those two factors alone the private bill would impose on our 
consumers in the Northeast an excess cost over the State bill of $1 
billion. 

When Congressman Roosevelt was willing to agree with you that 
he would include Federal taxes in the Niagara bill, he forgets that 
that then puts us in competition with the Northwest, Mr. Mack, the 
Southwest, TVA, and all other Government projects. 1 do not think 
that the public projects, particularly when a State law that has been 
on the books for 22 years requires that those projects be developed 
publicly, should be in competition with untaxed projects in other re- 
gions of the countr y- I do not think we should be charged $10 million 
a year in Federal taxes when all other public projects are not so 
charged. 

Mr. Donpero. Mr. Burton, how do you explain that, in view of the 
matter we are now discussing, there is this attitude of the people up 
there in that area wanting this developed by private enterprise ? 

Mr. Burron. Mr. Dondero, you have not had the attitude of the 
people of my State presented to you. I present to you the attitude 
of the people of my State. If they do not sup port our State Power 
Act, why have they not wiped it from the books? The day they will 
wipe our State Power Act from the books I will not come to Congress 
and argue as I do. As long as I have a State law and I have taken 
the oath to uphold that law, “Tam going to uphold it to the best of my 
ability. And furthermore, I would stand up for a friend, Al Smith, 
and fight to keep his law on the books. But if they want to come 
here and get special legislation, let them wipe out the law in New 
York State before they do it. And, as long as Tom Dewey is in 
Albany it will not be wiped out. 

Mr. Donvrero. You heard the statement that was made here as to 
the number of people and organizations all favoring the view that this 
be developed by private enterprise, did you not, Mr. Burton? 

Mr. Burton. I certainly did, Mr. Chairman. Congressman Roose- 
velt said he did not have the money to put out the publicity to counter- 
act that. The power authority has even less money. We have not 
been able to follow the very good advertising on the part of the five 
companies. 
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They have done a good job. By golly, if we had the money we 
would hire their advertising consultant. 

We have put out a little 4-page leaflet trying to overcome the 
publicity, the propaganda—and I use that in a good sense because 
propaganda is a food word. They have done a eood job, but the 
people do not know all of the facts. The people do not know and 
they have not been told that in the life of the project they would pay 
$1 billion which under the State program they would not have to 
pay. Once they know that they will go back to the days of Al Smith 
recs stand by their law. Their law has never been attacked, and no 

rious effort has been made to take it off our books. 

pn Buarnik. On that same point, have these representatives—not 
singling out any one of them, such as the spokesman for the Buffalo 
Chamber of Commerce, or any other representatives of industrial, 
private, or rural organization s—appeared before your State legisla 
ture to ask for a change or repeal of that act of 19317 

Mr. Burton. Not to my knowledge, Mr. Blatnik. I was in Albany 
for 10 years, and I work out of Ithaca now. But for 10 years they 
never appeared asking that it be removed from the books. 

Mr. Buarnrk. I was frankly puzzled that they would come to this 
Iederal legislative committee asking to override that which their own 
State legislature will not do or has not yet done. 

Mr. Burron. Mr. Blatnik, not one of those who have come to this 
committee have told you anything about the State law. This com- 
mittee knows about the State law because of the power authority’s 
appearances here which, during the last 3 years, has been many times. 
I think this committee knows more about the State law than probably 
anyone in New York State except the administrators. 

Mr. Donprro, I think you are presuming too much. 

Mr. Mack. In appearing here you are not only giving us your own 
personal views but expressing the opinion of the administration under 
Governor Dewey that is ~~ the government in New York State, and 
the administration which, being in control there, is apparently the 
voice of the people of your State / 

Mr. Burton. I spe ak for the administration of the State, sir. Yes, 
sir. 

Mr. Suirn. Mr. Burton, in other words, this effort to pass the so- 
called Capehart-Miller bill is an attempt to secure by Federal action 
something which cannot be done by State action / 

Mr. Burron. Mr. Smith, that is right. 

Mr. Smiru. In other words, it is not in keeping with these loud pre- 
tensions of a belief in the rights of the States that some of the Repub- 
lican Members of Congress and the Republican officials otherwise 
have been making in the past few years? Or it is not in keeping with 
Governor Dewey's doctrine of State authority and State power; is it 4 

Mr. Burton. It is not, 

Mr. Smiru. In fact, whine there has been a lot of talk about 
the centralization of power, if these comps nies are set king to get their 
power from the Federal Government by coming to Washington in 
stead of Albany, then that is encouraging this centralization of power, 
is it not? 

Mr. Burron. I think it does. I think for that reason they should 
be censured because they do believe in decentralization otherwise. 
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Mr. Smrru. They say they do. 

Mr. Burton. I said “otherwise.” 

Mr. Smiru. I have no more questions. 

Mr. Donprro. Proceed, Mr. Burton. 

Mr. Br RTON. State and local taxes unc r state ownership of the 
project would be far less than the five-company combine would pay. 
The lo cality should lose no tax on value condemned from the assess- 


ment roll, and it should receive full payment for service rendered to 
the = But. bevond that, consumers throug iout the Northeast 
would pay no other amounts to the local government. 


Mr. DoONDI RO. You meah, there would be ho local taxes paid ¢ 
Mr. Burron. Thev would be in lieu of taxes, Mr. Chairman. but it 


would not be the full fledged property tax, because the attitude of 
the law is that the value and the wealth and the boom town that would 
be taken to Niagara Falls is going to be sutliciently good for them, 
and thi \ should not enjoy the property tax whi oh would | re paid by 
consumers all over the Northe: ast. becaus se we ares eaking of the whole 
Northeast, and not just New York State. 

The reason I have made a point of these taxes is because the others 
have made such a point of it. Actually, under the New York plan for 
the cooperative transmission and distribution of both public and pri- 
vate power, the argument on taxes has become totally obsolete. It is 
a matter of arguing that they want public power taxed so that they 
can be in a competitive position. That is obsolete because the untaxed 
cheapness of Niagara and St. Lawrence is going to flow through the 
lines of existing utilities and reach the people through their regular 
electric-light bills, not State bills. They should be in here vetting 
every penny cut out of the cost. because every — of that cost 1s 

ing on to their consumers, and they will be the big people with their 
consumers under a plan of integration and dual operations. 

Mr. Donpero. Does the committee understand from that statement 
that the New York Power Authority would not build new and par- 
alleling and competing transmission lines but would use the lines of 
private industry ¢ 

Mr. Burron. That is right, sir. Our law insists that we must 
explore to t the fullest the use of existing lines, or for new lines to 
be built by the existing systems. We can only build lines ourselves 
if we are unable to secure the use of the system under fair and equitable 
arrangements. 

Mr. DONDERO. But if the license goes to the State of New Y ork you 
would build the power installations ¢ 

Mr. Burron. The power installation; yes sir. And then the power 
would be pooled just like this water there. It would all be intermixed 
with the power system of the Northeast, and use their transmission 
lines. That is where Senator Lehman and Congressman Roosevelt 
and the power authority really do crackle. We need the cooperation 
of the existing systems to have a practical, economical operation. And 
if you are going to go in and build public lines, either to parallel them 
or to fill in a link where they would like to fill it in, but you say, “No; 
it is public,” they are going to tell us to peddle our papers when it 
comes to pooling the power of hydro and steam. And we don’t want 
to go peddle our papers. We want the people to enjoy the savings 
that are going to come about by this integration. I do not know why 
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we cannot convince Senator Lehman and Congressman Roosevelt 
about that. But I have, of course, met this problem many times. 

Mr. Donprero. You need not feel badly about that. The chairman 
could not, either. 

Mr. Burron. I recognize that, sir. 

Mr. Donpero. May I ask this: It has been testified before this com- 
mittee that in spite of all of the power being developed at Niagara you 
would still be compelled to erect steam plants in the very near future 
in order to supply the demand for power needed. Now, if the license 
goes to oo State of New York—and I begin with that—would the 
State of New York not only build the installations at Niagara, but 
would you also build the steam plants? 

Mr. Burron. Oh, no, sir. 

ir. Donpero. Why not? 

Mr. Burron. We are not authorized to do that at all. 

Mr. Donpero. Why not? 

Mr. Burton. We should not. The steam plant has nothing to do 
with a natural resource. Its power is not the creation of energy by 
a 300-foot fall of water that nature placed on our border; or a 50-foot 
fall of water that it placed at Massena. That is the key to Al Smith’s 
thinking as to why the power of the St. Lawrence and Niagara should 
go right to the people without a profit in it—because it is a natural 
resource. 

Mr. Donvero. Do you then believe that a Government rate which 
is below the private rate fixed by your own State agency should come 
in competition with people who are willing to supply the power ¢ 

Mr. Burton. It will not, Mr. Chairman. That is just the point of 
the New York plan. We will not be in competition with them. We 
put our power into their lines at cost, and it is just fused with their 
kilowatts. You cannot find your kilowatts once they get into the 
system. And the people then enjoy, through the private company’s 
bill or the municipal or the co-op bill, every penny of savings that 
the State can accomplish at those two projects. 

We are not in competition. That is why I say the tax argument is 
totally obsolete. They are going to enjoy, through their system, for 
the amount of hydro that is used, or the amount. of kilowatts in the 
hydro, they are going to enjoy the advantages of tax exemption too. 

Mr. Mack. You are going to be in the wholesale-power business 
only, and not in the retail-power business ? 

Mr. Burron. We will be in the wholesale business, plus the fact 
that we are also to encourage the integration of the Northeast, but 
that is as a wholesaler. We will not be a marketer in a transmission 
and distribution operation. 

Mr. Donprero. Will you be subject to the rates fixed by the New York 
Public Service Commission ¢ 

Mr. Burron. That is a matter we have got to work out with the 
commission. ‘That is one thing that is not clear in our law. Al Smith 
gave us a law that had the foresight to fit the engineering advance 
we have had, but we do not have in that law the bridge between the 
authority and the public-service commission. 

What it will amount to is you are going to have atriumvirate. You 
are going to have private companies with their kilowatts, the power 
authority with their hydrokilowatts, and the public-service commis- 


wet aia My 


NIAGARA POWER DEVELOPMENT 219 


sion. We have to find either the amendment of their law or the 
amendment of our law to make it workable among the three. 

You see, we bring to public-service regulation something they never 
had. We bring by contact the matter of arrangement of more eco- 
nomical distribution of energy, and bringing cheap hydro into their 
system. ‘The public-service law has never been designed to do that, 
and it should not be designed to do that. That is not its function. 
But, between the power authority and the public-service commission 
and all of the companies, whether they are private or public—it makes 
no difference—we can put in a system in New York and the Northeast 
that I think will be a complete model for the entire world. 

We have to have the help of the private companies to do it. There- 
fore, we are not going to compete with them. We are just going to 
see that every penny of savings we can bring about is passed on to the 
consumer. 

Mr. Neat. I am sorry, but I did not hear the evidence given here 

yesterday and I do not know whether the private power companies of 
New York have testified yet, but I would like to ask you this question: 
Just how much do they object to the plan which the State of New York 
is prese nting for this improvement / 

Mr. Burron. I scarcely can testify to that. Our private companies 
accept us to produce energy publicly at the St. Lawrence, but they want 
Niagara. Now our law IS equ al as far as St. Lawre nce or Niagara is 
concerned. All I can do is surmise once this issue is settled, and it is 
out of Congress, and the heat has gone, of course our companies are 
going to cooperate. 

Mr. Machold before the Senate Foreign Relations Committee testi- 
fied to that, that he knew if a Government agency developed Niagara 
they could cooperate. 

Mr. Mack. Will any of this power be distributed to the States bor- 
dering on New York? 

Mr. Burton. Yes, sir. Our law permits us to export, and the 
license we have taken out, or are taking on St. Lawrence, both in our 
application and in the examiner’s report, requires that we export 
power within an area of 300 miles. It has been our proposition that 
we want a power pool and, therefore, the benefits of the St. Lawrence 
to reach as far as economically possible. Three hundred miles are 
probably the physical limits. If the States in New England and 
New York cannot agree on how much shall go across the border, the 
Federal Power Commission will fix the amount. 

Mr. Mack. Who fixes the rates paid to the New York Power Au- 
thority by the utilities or users in these other States ? 

Mr. Burron. Going across the line? 

Mr. Mack. Yes. 

Mr. Burron. I think the Federal Power Commission would do that 

Mr. Mack. Will the rates be the same in New York State as in 
Connecticut and Massachusetts for example ? 

Mr. Burton. The resulting rates to the consumer ? 

Mr. Mack. Yes. Will you charge more the further “ power is 
transported, or will you sell it cheaper at points nearer the distribu- 
tion point? 

Mr. Burton. I do not know. There is the possib lity of the post- 
age-stamp principle we are talking about. We have five m: aj r com- 
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panies and have a lot of smallet companies 1n New York. I do not 
think the postage-stamp principle can be followed completely because 
they are going to have differing cost factors in their system. I do 
not think we can wipe that out. 

However, I cannot tell you that, and it will take some more study 
and more work by the power authority and the existing systems in 
New York to find out how it should be done. We want that saving 
to reach as Tar as possible So I should think sonie element of the 
postage tamp pri ciple would pe ¢ volved. | would hope we could 


Up to now, Mr. Chairman, [ have been discussing what I consider 
to be the merit of the bill. I do hot think that should be necessary 


on this occasion. ‘There is just one real reason why we are here today. 
That is because a rider was tacked on to the 1950 Niagara Treaty with 
C anand vhich su pended the Federal Power Act and reserved to Con- 


gress the responsibility for licensing Niagara power. 

Phe exact purpose of this reservation has never been clear. Cer- 
tainly. some of its Suppo! ters sought thereby to assure a public, rather 
than a private development. Some of its supporters sought thereby 
to capture New York's Niagara for a great Federal power monopoly 
they wal ted to establish. Sut they find themselves today hoist on 
their own petard. The result of the reservation is to bring before this 
committee a strongly backed bill which would turn over our people’s 
greatst waterpower asset to special interests by special legislation. 

Under well-established Federal law, policy, and procedure, this 
bill would not be before the Congress at all. Under the Federal 
Water Power Act of 1920, as amended, all applicants should be mak- 
ino their pleas before the Federal Power Commission. 

Mr. Donprro. Mr. Burton, you have used a term here no other 
Witness yet used. 

Mr. Burron. What is that ? 

Mr. Donpero. I am glad to hear you using it. That is in the see- 
ond pagagraph on page 5 where you said this: 

Some of its supporters sought thereby to capture New York’s Niagara for a 
great Federal power monopoly 


All we have heard thus far is that we are granting a monopoly to 
the private companies. You are a little bit suspicious that they want 
to grant a monopoly to the Federal Government. 

Mr. Burton. We were certainly suspicious for many years because 
the Department of the Interior under the previous administration was 
bent on and determined to take Niagara and St. Lawrence and Passa- 
maquoddy into a giant Federal system with wholesale transmission 
and transmission lines. We know that was the Federal pattern. Of 
course, we were fighting against it. It is one of the reasons why we 
were pushed into our thinking, and digging and researching to create 
the New York plan; and I think we have got a plan that is far better 
than what the previous Interior Department was striving for. 

Mr. Donpero. We are confronted with an evil on both sides of us. 
It is just a question of adopting the one which we think is the lesser 
of the two. 

Mr. Burron. I did not get your point. 

Mr. Donpero. I said we are confronted in this case with two evils. 

Mr. Burton. Who are the sinners? 
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Mr. Donpero. One, you speak of a monopoly on the part of the 
Federal Government; and the second is the private companies are 
accused of a monopoly on their part and we grant them the monopoly 
if they get the license. 

Mr. Burron. I don’t think either one of them are sinners. They 
just have different ideas 

Mr. Donpero. I was using the wrong choice of words. 

Mr. Burvron. I think it would be very nice if the committee went 
right down the middle with New York State. Under the Federal 
Water Power Act of 1920, as amended, al llap yplicants should be making 
their pleas before the Federal Power Commission, a quasi-judicial 
body of specialists, adequately staffed, which has long been entrusted 
with the deve lopment and safeguarding of our natural power resources, 
That is the situation in which we of New York would like to be right 
now. 

In the annals of American government, special legislation for spe- 
cial interests has had a long and scandalous history. I need not go 
into that in any detail. We all know how the traction magnates got 
their franchises, back in the 19th ce ntury, from the boards of aldermen 
and the Tweed Ring. 

With the dawn of the 20th century, special legislation became a 
burning issue in the Congress, and so we had Theodore Roosevelt and 
the era of trustbusting. A great deal of that fight centered around the 
waterpower interests, on the one hand, and on the other hand the 
conservationists, in a crusade to guard the people’s land and forests 
and waterpower. 

] am sure that the shades of Theodore Roosevelt have been evoked 
many times in the last year, and many times in this hearing, and 
once more I do not think will hurt. I would like to refer you to what 
he said in Watertown, a New York city that is vitally interested | 
both of these projects. He said: 


You have elected too many men in the past who have taken what belongs to 


the Nation. Coal and oil berons cannot compare to waterpower barons. Do not 
let them get a monopoly on what belon’s to this State Do not give up your 
Wwaterpower for a promise of “uick developmer \ are poor citizens if e 


allow the things worth most to get into the hands of a few 


I quote that for onh y one purpose. That olives the flavor of the day : 
before 1920. Please do not think I am drawing any parallel with 
tod: ‘7. Back in the early day of waterpowe! legislation thines were 
pretty rough and reac ly. I do not have to go into det: i on that. I need 
not — a Henry L. Stimson, as Secretary of War. persuaded 
‘sident Taft to veto a special bill which would ‘iced turned over 
aa Coosa ; ieee of Alabama to private interests. I need not remind 
you how Newton D. Baker, another great Secretary of War, held out 
against a grant of Muscle Shoals to Henry Ford. 
But the product of a generation of debate, hammered out in the halls 
_ this Congress, was the Federal Water Power Act of 1920, which 
» ask you not toignore. Under it Congress delegated authority, with 
sae ‘safeguards, to a body entrusted with the people’s welfare. 
The conservationists I have mentioned fought on the side of the 
angels. To their names I should add Gifford Pinchot and Alfred E. 
Smith. If we could only subpena their ghosts, they would testify 
today for New York State’s position. 
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Mr. Smith is, in a way, the patron saint of our power authority of 
New York State. Our authority law was enacted under Franklin D. 
Roosevelt, but the plan and program are from the days of Smith. It 
is still a good, sound program, now that it has been brought out of 
mothballs by Governor Dewey 

At first Governor Smith opposed the Federal Water Power Act. 
He pressed a lawsuit to have it declared unconstitutional, as interfer- 
ing with his power program in the State of New York. But he with- 
drew that litigation after receiving a letter from Gifford Pinchot, just 
30 years ago. Mr. Pinchot, as you may remember, was not only the 
savior of our national forests, but also a great early prophet of the 
kind of electric power integration that we of New York are fighting 
for now. Listen to Governor Pinchot plead with .Governor Smith: 

By proceeding under the Federal Water Power Act and by accepting the 
preference it gives to State enterprise over private enterprise, New York can 
initiate the new policy under the most favorable circumstances and without the 
delay inseparable from litigation, and can do so without jeopardizing the inter- 
ests of other States. For it is true that by this statute, and by it alone, the rights 
of the people of all the States in water power are now safeguarded. If the State 
of New York should attempt, and unhappily succeed, in overthrowing it while 
safeguarding the rights of her own people, she would thereby strike down the 
people’s rights in 47 other States which are not ready to undertake a State owner- 
ship policy at this time. I am sure that any such result is far from your intention. 

It proved to be far from Governor Smith’s intention, and he with- 
drew his test of constitutionality. 

It has been said many times during the last year that nobody wants 
to turn the clock back. But today we find ourselves in a situation 

which is positively antique. We are back 50 years, before the Burton 
Act was passed, dealing before Congress with special legislation for 
specia] interests, just as a result of ‘that reservation tacked onto the 
Niagara treaty. That was a Senate matter, and this committee and 
the House of ‘Representatives had nothing to do with it, but you do 
have the power to correct the error and return to orderly procedure. 
We recommend that the Congress remove the special rider to the 
Niagara treaty. 

I have been advised that the matter does not have to be renegotiated 
asatreaty. Itisa rider to the treaty. It was applied on the United 
States side only. It appears on the treaty after the signatures. It 
should take only a congressional act to remove the rider. With the 
rider removed the Federal Water Power Act would come into full 
operation on the Niagara River, like it is in full operation on every 
other river in the United States that is navigable. 

The Capehart-Miller bill is contrary to New York State law, con- 
trary to the Republican and Democratic platforms of New York State 
for many years back, contr ry to the policy of the present New York 
State Legislature and administration, contrary to the efforts of all 
New York State’s governors for more than 30 years. 

Congress broke up the holding companies in the electric power field, 
but this legislation proposes that Congress itself set up in New York 
a super’ subsidis ary interlocking and combining all the big power com- 
panies of New York State. This would be trust building. 

With the testimony of Mr. Machold and Mr. Miller against this 
background I felt in this room yesterday as though I were ‘sleepw alk- 
Ing in history. 
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Mr. Chairman, thank you. 

Mr. Donpero. Are there any questions by the members on my left 4 

Mr. Mack. Mr. Burton, the power generated by this project will 
be how many kilowatts of installed capacity ¢ 

Mr. Burron. The kilowatts of installed capacity are 1,500,000. It 
would be a net addition of dependable capacity of a million and a 
quarter. The St. Lawrence will be: Installed 940,000; dependable 
about 720,000. 

Mr. Mack. About 2 million ? 

Mr. Burron. About 2 million. 

Mr. Mack. Senator Lehman in his statement said that this project 
would distribute power to the great rural areas and take care of all 
the consumers in Connecticut. Congressman Roosevelt in his testi- 
mony told about reducing the expenditure for defense plants and 
bringing them down to about $97 million in power consumption costs 
from $266 million at the present rates. Reduced to an annual basis, 
Mr. Roosevelt’s statement would imply you would be in a position to 
distribute about $ 40 million worth of power to the industries in addi- 
tion to the power distributed to the rural uses. Do you think those 
two projects would supply sufficient power to take care of all your 
defense industries and the rural areas also ? 

Mr. Burron. No, sir. 

Mr. Mack. Do you have any estimates as to the probable amount 
of revenues that would be derived from these two dams? 

Mr. Burron. The two dams would produce about 15 billion kilo- 
watt-hours a year. 

Mr. Mack. That is about two-thirds of the amount of power now 
being distributed annually by the Bonneville Power Administration 
in the Pacific Northwest. 

Mr. Burron. About two-thirds. 

Mr. Mack. Bonneville distributes about 24 billion kilowatt-hours a 
year. For that 24 billion killowatts Bonneville power received last 
year $38 million. So, Mr. Roosevelt’s idea that these defense indus- 
tries could secure $40 million worth of power annually from these 
projects seems to me a little bit far-fetched and overly optimistic. 

Mr. Burron. I cannot testify as to how the power would be broken 
down because with 15 billion kilowatt-hours coming from the 2 hydro 
projects by 1960 that will represent about 30 percent of the State’s 
entire production by water and steam. But by 1960 steam plants also 
will have to be built in order to produce what we think will be used; 
and we are in general agreement as to what the consumption will be. 

Our rural and domestic consumers today in New York use about 
6 billion kilowatt-hours. Niagara and St. Lawrence are more than 
twice as much as they use today. Of course, they are not going to be 
using the power 24 hours around the clock. This power must go to 
industry to have a properly balanced system. I have asked my con- 
sulting engineer for just a horseback opinion as to what he might 
think was the distribution of the amount that would go directly to 
rural and domestic consumers and the amount that would go directly 
into industry, and he thought it might be 40-60; but that is strictly a 
horseback opinion. 

We have a big problem of research with the companies as to what 
is the most economical combination of use so that the rates to rural and 
domestic consumers will be the lowest. 
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Mr. Mack. Do you have many public power distribution systems 
such as REA’s or public utility districts in the State of New York? 

Mr. Burron. We have 50 municipal plants, villages and cities, and 6 
cooperatives. We do not have many cooperatives. They haven’t got 
many spokesmen on their behalf. 

Mr. Mack. You do not have many REA’s? 

Mr. Burton. No. 

Mr. Mack. When you speak of villages and cities, are you referring 
to municipal plants i any of the large cities, or are these municipal 
power operations confined mostly to the smaller towns? 

Mr. Burron. Mostly smaller places. Jamestown is our largest 
plant. 

Mr. Mack. How large is Jamestown ? 

Mr. Burron. I do not know how large it is. Something over 10,000. 
Freeport is fairly large. It is a village but quite large. It has a 
complete municipal plant. 

Mr. Mack. The amount of power that goes to municipal plants and 
REA’s is a very small proportion of the total ? 

Mr. Burron. Very small. Very small. 

Mr. Mack. Thank vou. 

Mr. Donprro. Any other questions from the left ? 

(No response. ) 

Mr. Donprro. Any other questions from the right? 

(No response. ) 

Mr. Donnrro. Mr. Burton, we thank you very much on behalf of the 
committee for a clear statement of what you believe in and what you 
represent. 

Mr. Burron. Thank you very much, Mr. Chairman. It is always 

a pleasure to appear before you, sir; and I would lik to say too that I 
am happy to see you sitting again as chairman. 

Mr. Donpr ro. Thank you very much, Mr. Burton. Our next witness 
wil oor colleague, Senator C apehart. 


STATEMENT OF HON. HOMER E. CAPEHART, UNTTED STATES 
SENATOR FROM INDIANA 


Senator Carenart. Thank you, Mr. Dondero, for the opportunity 
of appearing before the joint committees. I shall only take a couple 
of minutes unless there are questions. 

To me this matter is very simple. Here is a situation where private 
industry is perfectly willing and capable, and want to proceed, not 
to enter a new area, but to expand existing facilities on the Niagara 
River. Now, if there was ever a case, in my opinion, where the Fed- 
eral Government should not enter, it is at this particular place, be- 
cause private industry has been there, I think, for 80 years, and all 
that they are doing is expanding their facilities. 

It is not a multiple purpose project at all. I see no reason why the 
Federal Government or the State government should enter into it. 

I do not want to leave the impression that I do not feel there are 
not instances or situations in the United States where the Federal 
Government should step in and develop power; particularly in multi- 
purpose projects. I think they should, wherever it is needed, and 
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private industry is not capable, does not have the money, or it is im- 
practical for it to do so. 

I think that under those circumstances the Federal Government, 
if it is in the best interests of the people, ought to step in. Even under 
those circumstances I feel, when they do step in and do construct 
the facilities, if at a later time it is proven that it is in the best 
interests of all the people, then the Federal Government ought to 
dispose of the facilities to private enterprise, whic h is our kind of 
government, take the funds they receive and invest them some place 
else where development is needed and where private industry cannot 

° and does not have the money to develop, and where it is unwilling 
and where it is impractical for them to operate. 

However, here today is a situation where we ought not even to be 
considering anything other than development by private industry. 
I know of some of the arguments in favor of the Federal Government 
or State government doing it, but I think if you agree with those 
arguments then you might well agree that possibly in every private 
industry in the manufacture of automobiles, or radios, or anything 
else—that the Federal Government could do a better job because they 
might be able to produce automobiles at a lesser price. 

But here is a case in my mind where there ought not to be any 
argument. The only reason we need legislation is because the tre: ity, 

| as you know, requires that Congress decide that issue and pass legis- 
lation upon the subject. It seems to me that some might suggest 
that we go back and undo what we did in the treaty. The Senate, 
as you know, passed and approved the treaty. I see no need for un- 
doing that. That would take a lot of time and it would mean you 
would have to present a new treaty which would have to be approved 
by the Senate. That would require much time and much debate. 
Then, if you did knock out of the treaty agreement that the Congress 
must act, then it would go back to the Power Commission and the Vy 
in turn, would have the right to decide who can do what, and when, 
and they would have to hold extensive hearings, which would delay 
4 . this whole matter. I see nothing to be gained by it. 

‘ I am not so certain if the treaty was presented to the Senate again 
that the wording would be any different than it is at the moment. So 
the argument, that we might well change the treaty that was passed 

. by the Congress once, I do not think is valid. 

it seems to me that those who are advocating in this instance that 
the Federal Government or the State government should develop the 
power there, are weakening their position that they may well have, 
and do have, and rightfully so that the Federal Government ought to 
a step in because private industry refuses to do so, or is incapable and 
4 unwilling. 
5 To take the position that the Federal Government or the State 
4 government ought to do it in this instance is, in my opinion, clear-cut 

proof that you believe 100 percent in the Federal Government or State 

government controlling all utilities and all power in the United States. 

They weaken their case, I think. At least they do with me because 
I go along with them on many projects that the Federal Government 
ought to act because private industry is unwilling and ine apable, and 
they do not have the money to do it. But I certainly cannot go along 
with them on this one, 
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If there are any questions I would be very happy to try to answer 
them. I do not pretend to be an expert on this subject. I do know 
a lot about the Niagara River and have spent a lot of time there. 

Mr. Donvero. Any questions from any members on my left? 

(No response. ) 

Mr. Donprro, Any questions, Mr. Blatnik? 

Mr. Biatnix. No questions, 

Mr. DonpEro. We oak you very much for your statement, Senator. 
I can say to you, having heard all of the testimony thus far, that the 
suggestion that the treaty be changed has not yet been presented to us. 

Senator Carenart. I thought it might be suggested because if the 
treaty were changed then the Federal Power Commission would act 
on this matter, and I think there would be endless delays and delays 
and delays, and I see no reason for doing it. 

Mr. Donprro. Thank you very much. 

Senator Carenart. I am hopeful that the committee will vote this 
bill out favorably, purely on the grounds that here is a case where we 
have an opportunity to prove whether private industry, when they 
are willing and capable, and have the money to develop these projects, 
can do it. It would certainly be much better and in the best interests 
of the United States, I think, if in every instance private industry 
could develop these great projects that are so much needed, and then 
operate them in the best interests of the people. Here is a great 
opportunity to prove it. Thank you very much. 

Mr. Donvero. Thank you very much, Senator, for your statement 
in support of the bill. Is Mr. Taylor here? May I say to the com- 
mittee it looks as though unless there were some very long statements 
by some of the witnesses—and I do not know of anyone who has a 
long statement—that if you will bear with us and be patient we can 
finish this today. I hope that we can so that we need not carry the 
hearings into next week. 

All right, Mr. Taylor. We are glad to hear you. I understand 
you have condensed your statement to 5 minutes? 





STATEMENT OF PAUL REED TAYLOR, COUNSEL, NEW YORK STATE 
MUNICIPAL ELECTRIC UTILITIES ASSOCIATION 


Mr. Taytor. I have submitted a statement and I merely want to 
discuss 2 or 3 matters. 

Mr. Donvero. Your statement will be received and included in the 
record at the end of your testimony. 

Mr. Taytor. Thank you, sir. We represent the cities and villages 
that have been referred to. Also, I have been asked to make a state- 
ment on behalf of the American Public Power Association which rep- 
resents 700 municipalities and public utility districts in the country. 
They have passed a resolution at their convention currently being 
held in Boston, opposing the Capehart-Miller bill. They represent 
such cities as Los Angeles, Calif., Kansas City, Mo., and Seattle, 
Wash. There are over 700 in the country. We represent specifically 
over 50 in New York State. We do not represent the co-ops. 

I might say that my remarks are political because a great many of 
our people and a great many of our individual members belong to 
the same political party as yourself. They have pretty good mem- 
ories of the public utility issue in New York State. 
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It is almost anticlimactic to speak after Mr. Burton because he has 
made such a thrilling statement, and in such a statesmanlike manner. 
He said since 1934 there has been no partisan issue of public power. 
That is correct. The reason why that is, is that in 1934 there got into 
the public mind the idea that one of the parties was just a subsidiary 
of the power companies. That was not true because there were a 
great many good men there who opposed the power companies. But 
last year fellows like Irvi ing Ives could not find a place to hang their 
hats in Albany because for the first time since 1912 their arty was in 
the minority in both Houses of the New York State Legis ature. The 
constitution of the State of New York gives the weight of the mem- 
bership to upstate, and it takes a catac lys sm for the Democratic Party 
to get control of the legislature. But they did it after 1934 when the 
impression got around that one of the parties was under the control 
of the power companies. 

A statement was made this morning by Mr. George, I think, about 
regulation in New York State. Real regulation only started in 1909 
and 1910 and was brought about by Governor Hughes. It was not 
until 1934, when Senator Lehman was Governor, that there was en- 
acted a fairly complete system of regulation. For instance, it was 
not until 1934 that they 4 a prohibition against specifically the 
Associated Gas & Electric Co. charging the expense of its stock sales- 

man that it hada avultitude of. 

It was not until then that they got it into the law whereby the pub- 
lic service commission could take out of the expenses of the company 
what they paid their stock salesman who were out selling their deben- 
tures and gold bonds, and so on. It was not until 1934 that they were 
able to do away with what was called the service contract. 

That was a contract whereby somebody sold to the utility an 
engineering service or some other service, the price of which was 
entirely beyond the control of the public service commission. 

That is just a little bit of the history of regulation in our State. 

The suggestion has been made here that this power will all be 
wholesale. I do not know that this Miller-Capehart bill provides 
any such thing. But if the power in New York State is all going 
to be wholesale then, of course, it will not be subject to any regulation 
by the public service commission insofar as the charge for that 
power is concer ned, because the regulation of rates in New York State 
is under section 66 of the public service commission law of the State 
of New York, which has been interpreted not to cover such things as 
interchange contracts by the companies, or the rates at which a pri- 
vate power company sells power to a municipality. Those things 
are not regulated, but are matters of bargaining between the parties. 

I have every confidence that Governor Dewey will bargain the pants 
right off the privately owned companies. But our Leunicinalitien, 
which are small units, do not have that bargaining power, and that 
is why we want the State of New York, through the State power 
authority, to develop this great source of power at Niagara; and a 
lot of our villages and cities are in that area within the 300-mile 
area. As a matter of fact, 300 miles from Niagara Falls goes as far 
Albany, if you want to know how far 300 miles is in that area. It goes 
way over into Massachusetts. 
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So that practically all of our people except in New York City and 
Long Island would stand to benefit by this. It is on that bargaining 
thing and the fact that we are not regulated that we base our reasons. 

I take it from Senator Lehman and Representative Roosevelt that 
a bill is going to provide that ultimately in the development of 
the Niagara the power gener: ited there will go through the New York 
State Power Authori ity, which is where we want it. 

Now, I would not want to disillusion you gentlemen about the elec- 
trical rates. For a number of years I had something to do with the 
regulation of insurance rates in New York State, and it is a very 
scientific matter I can assure you. I talked to one of the men who 
had been there all his life and I said, “Charles, what is there to this 
thing of rating? What is the essence of it?” He said, “The essence 
of rating is who’s got it, and how can I get it away from him.” 

The utility rates are very scientific. ‘They spend millions of dollars 
at valuing properties and conducting extensive studies, but we say 
that the competition of our municipalities in any area has quite a lot 
to do with what the sont ate power companies ‘charge other people. 
Neither one of these organizations which I represent is missionary. 
Neither one of them is seeking to put anybody out of business or have 
any municipality start up a municipal electric plant. We are merely 
fighting for our lives. 

We call the attention of the Congress to the fact that in New York 
State there are a variety of rating schedules by the private power 
companies. If you will take a map of New York State on which there 
is a dot for every municipal plant you will roughly divide the State 
into three areas, depending upon the concentration of municipal plants 
in those areas. 

Strangely enough, the major power companies have 3 rates, retail 
rates, which correspond roughly to those 3 areas, which is a very 
interesting coincidence. 

I am sorry. I do not want to take the time of the committee to 
debate this Jamestown matter but I understand that Representative 
Miller yesterday had a few harsh words for Jamestown. I have had 
it up with the Public Service Commission. We claim their opinion 
was obiter dictum to a large extent, and it overlooked and misstated 
some facts. I rather doubt that there will ever be such an opinion 
to come from the Public Service Commission again. 

I think it is conceded that it was not a judicial statement, and also 
it did not truly reflect the situation at Jamestown. 

Jamestown has not been any failure. Jamestown has a rate which 
is temporarily brought about by a very interesting thing, which has 
not been mentioned here, and which vitally affects all of our municipal 
plants. That is, the inflation of the cost of generating equipment. 

I went on the Penn Yan Municipal Board in 1942 and at that time 
we had a big enough depreciation reserve to completely rebuild our 
plant and put in a bigger generator. But, because of the war we 
could not do it. At the end of the war our depreciation reserve would 
not build it. 

That is what is the trouble with Jamestown. They got started in 
an expansion program and the inflation of money before they got 
finished went up so high that in order to properly depreciate it they 
have had to increase their rates. That rate will last about 3 years 
and then the rate will come back down. 
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I thank you for your careful consideration and I hope you will 
adopt the view of Mr. Burton. There are minor differences we will 
thrash out with him up in New York State. 

As far as the chamber of commerce speaking for the people of New 
York State, as practical politicians, gentlemen, I will tell you that 
on election day you cannot find them because they do not know where 
the polling place is . 

Mr. Donprro. Thank you very much. 

Mr. Taytor. Thank you, sir. 

Mr. Donpero. Without objection Mr. Taylor’s statement will be 
inserted in the record at this point. 

(The statement of Mr. Taylor is as follows :) 


My name is Paul Reed Taylor. I am a lawyer, practicing my profession at 
Penn Yan, N. Y., and I represent the Municipal Electric Utilities Association of 
New York State consisting of over 40 cities and villages in New York State, for 
example Dunkirk, Jamestown, Wellsville, Angelica, Andover, Springville, and 
Arcade which are fairly close to Niagara Falls. Our members operate municipal 
electric distribution systems. Some generate their own power by steam or hydro. 
Practically all at one time generated their own power. The inflation of the cost 
of electric generating equipment over two wars and other economic disturbances 
bas made depreciation reserves insufficient to replace generating equipment. 
These municipalities have been relying on public development of Niagara Power 
and St. Lawrence Power to take the place of home owned generating equipment. 
Many of these municipal plants and distributing systems have been in operation 
since the beginning of lighting by electricity; in other words the cities and vil- 
lages went into electric lighting when private capital was afraid of any such 
risky venture. 

In an article in Publie Utilities Fortnightly, the gentleman from the Niagara 
Frontier and sponsor of H. R. 2289 reported that our association favored private 
development of Niagara Power. We do not. We favor public development of 
this public resource. A few months ago the press reported as great news, various 
incidents when someone had bought Government surplus cheaply and sold it 
back to the Government for big money. I don’t recollect that any paper praised 
the enterprise of such dealers. We say the situation is the same here. Our 
governmental units situated near Niagara want power without any middleman. 
The Governmennt of the United States and the State government use lots of 
power. It takes something to light and heat the government structures in western 
New York and the public streets. When the United States Government buys 
a plane from Bell Aircraft at Niagara Falls, it pays for a good many killowatts 
of electricity. Fort Niagara uses electricity. The beautiful new United States 
court house at Niagara Square in Buffalo uses electricity. Why pay someone to 
give you your own property? The argument is that it’s socialistic to operate a 
publicly owned electric generator. Probably just as socialistic as a publicly 
owned waterworks, or street or police force or army. There is no need to have 
a publie police force. The private firm of Pinkerton or Brink could do it. Pri- 
vate roads with tolls are better for everybody who owns one, but they put a 
little expense on the people who use them. When you think it over you may con- 
clude that socialism is a label you put on something you want to oppose. 

We respectfully suggest that the chamber of commerce resolutions supporting 
the Capehart-Miller legislation arose from the painstaking and thorough speak- 
ing program carried on hefore service clubs for three years or more by two elec- 
tric companies in New York State. Those voices don’t speak for the majority of 
voters. In every one of our municipalities whenever the power issue has arisen 
in the last few years the municipal ownership has won—generally by 2 to 1 
and that voting isn’t way off somewhere, but right in New York State. 

One word to the sponsors of the Capehart-Miller legislation—you practice poli- 
tics and government—you run on the ticket of the party in power—most of the 
municipal officers and employees whom I represent belong to the same party, 
many times we have discussed the question in every forum from fireside to amphi- 
theater, many times we have tested the question and had the result, after dark— 
by electric light when the ladies and gentlemen take the back off the voting 
machine, adjust their bifocals and read the results. I sat in the New York State 
Legislature in 1934 and saw the majority party fight for days, over selection of 
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clerk because electric power politics were involved, I listened carefully to a good 
deal of the Thayer inquiry by the New York State Senate. Gentlemen I can tell 
you and our members can tell you that electric power politics has proved to be 
unsuccessful politics. The public doesn’t forget Middle West Utilities or Asso- 
ciated Gas & Electric. Niagara Falls forms a part of our colloquial language. 
You wouldn’t want future generations to point to your children, grandchildren 
and remote descendants and suggest that his papa, leased, sold, gave away or 
otherwise disposed of Niagara Falls. 

Gentlemen, I sincerely and respectfully suggest to you that with this bill 
you court a dubious distinction in American history. 

Municipal Electric Utility Association of New York and American Public 
Power Association with over 700 members including such cities as Los Angeles, 
Calif., Kansas City, Mo., and Seattle, Wash., oppose private development of 
Niagara Falls. 

Mr. Donpero. I want to announce to the committee that outside of 
1 or 2 witnesses who will take about 5 minutes there are a few who can 
dispose of their statements in 1 minute. So the chances are that we 
can finish up tonight. 

Is Mr. Timothy Dillon present, attorney for the Northcutt-Ely Co. 
of Washington, D. C.? 

Mr. Thomas Walsh, manager of the light & power department, 
Hudson, Mass. 

Mr. Walsh, have you a prepared statement ? 

Mr. Waxsu. I haven’t sir. I would just like to make an oral 
statement. 

I am the secretary of the Northeast Power Association, which com- 
prises the municip: il plants in New York and Massachusetts, and also 
the 14 cooperatives in New England, and I would just like to simply 
state we are opposed to any bill that puts us at the mercy of a-private 
power company as far as rates are concerned. 

Mr. Donpvero. Who fixes the rates in your State, Mr. Walsh? 

Mr. Watsu. In Massachusetts, the department of public utilities. 
They don’t actually fix the rates; they approve them, as far as the 
municipal plant is concerned. 

Mr. Donvero. They have authority over that? 

Mr. Watsu. That’s right, sir. 

Mr. Donprero. Any questions ? 

Mr. Nea. Do you feel, sir, without New York State being per- 
mitted to develop this power and control of the distribution being 
left entirely in their hands that you, the resident of an adjoining 
State, would suffer by reason of rate irregularities or 

Mr. Wausn. We certainly do; yes, sir. 

Mr. Neau. You feel that way? 

Mr. Watsn. Yes, sir. 

Mr. Donprro. That is all, Mr. Walsh. Thank you for your state- 
ment. 

Mr. Watsn. Thank you for the opportunity to be heard, sir. 

Mr. Donvero. Mr. Colburn of the municipal electric de _partment 
of Lake Placid. 

Is Mr. Colburn present? 

Mr. Lapp, assistant superintendent of the municipal utilities of 
Bath, N. Y. 

We will be glad to have your statement, Mr. Lapp. 
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STATEMENT OF B. R. LAPP, ASSISTANT SUPERINTENDENT, 
MUNICIPAL UTILITIES, BATH, N. Y. 


Mr. Lape. Mr. Chairman, I have no prepared statement, but I 
would like to make a few extemporaneous remarks. 

I represent a small village, having a municipal electric plant, who 
have recently—as a matter of fact, in the last year—entered into 
contract for the purchase of power and have discontinued the genera- 
tion of their own power. 

The New York State Public Service Commission, as previously 
deevloped here, approves our power rates, but does not fix the power 

rates. These rates are by contract agreement with the power com- 
pany and are subject to the approval 

Mr. Donpero. Are you getting power from the private utilities now ¢ 

Mr. Lapp. Yes, sir. 

Part of our contract agreement is a coal adjustment clause which 
affects the cost of coal as delivered to this private-utility corporation. 

It is our contention that should power be provided through the 
hydraulic, through the public utility or through private utility lines, 
but from publicly generated hydroelectric power, that the savings 
would be passed on “to our consumers—and our consumers are both, 
some rural and, naturally, the village. 

We, therefore, favor the position of the New York State public 
power development. 

Mr. Donpero. That is state development ? 

Mr. Lapp. State authority. 

Mr. Donpero. Thank you very much for your statement, Mr. Lapp. 

Mr. Jay Hager, president, Delaware County Electric Cooperative. 

Have youa prepared statement, Mr. Hager 





STATEMENT OF JAY HAGER, PRESIDENT, DELAWARE COUNTY 
ELECTRIC COOPERATIVE, DELHI, N. Y. 


Mr. Hacer. I have no prepared statement. I have just simply some 
notes here to refer to, is all. 

Mr. Donvrro. Proceed in your own way. 

Mr. Hacer. I am president of the Delaware County Rural Electric 
Cooperative. We serve about 1,200 farm families in Delaware and 
Schoharie County, N. Y. 

I am—what sometimes we call—a dirt farmer. I now live on the 
farm acreage where I was born. I have lived there for 60 years, and 
before we had any 110-volc electricity. So, I know something about 
what electricity means to the hill farmer of Delaware County. 

I came down here opposed to the Miller-Capehart bill for several 
reasons, and since I listened to the evidence, to the testimony of Mr. 
Burton I am still more opposed to it. 

A lot of the things I had thought to tell you have already been 
mentioned before you. 

It seems to me that with five companies banding together, five com- 
panies who now control, according to their own figures, 90 percent 
of the electricity of the State of New York, to let them combine and 
control the power of Niagara certainly would create a monopoly. 

Mr. Donvero. Well, I think their statement was they are furnishing 
90 percent. 
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Mr. Hacer. Yes: I believe so and, of course, that addition would 
make even more. 

Our relations with the utility, from whom we buy our power, are 
friendly; yet, our dealings with them in the past have led us to be- 
lieve, as far as rates are concerned, and so on, we might fare quite a 
lot better. 

This electricity is the lifeblood of our Nation. 

Just try to imagine what would happen if the master switches on 
the generating stations throughout the State were cut off for a period 
of 24 hours. 

Of course, tomorrow that may be atomic power, but today it’s elec- 
tric Ity and we’re ve ry de pe ndent on it: and I don’t think we ought to 
turn over to the private utilities that amount of power. 

I sometimes think that the situation is somewhat similar to what 
might exist if 5 lumber companies came to the authorities in the State 
of New York and said that there were 10 million feet of lumber on 
the forest reserves that was marketable and ready to cut; stated that 
they had the capital, the know-how, the equipment for cutting and 
marketing that timber, and that they would do that without any 
expense to the taxpayers, but that they would even pay a tax on their 
sawmills, facilities, and would market that lumber back to the people 
who were in need of lumber on the law of supply and demand. 

The \ might not tell you pe rhaps that the demand was created by the 
people and the sup yply was controlled by themselves. 

I don’t think that any thinking group would consent to giving them 
that lumber under those conditions, and I think that is very similar 
to the conditions that exist with 1 regard to our electric power. 

The power is a natural resource belonging to the people, and it 
seems to me, in line with what Mr. Burton told you, it ought to be 
developed for the use of the people of the State of New York, rural 
and urban as well, who are really the ultimate consumers. 

It doesn’t seem to me it would be fair or just to the people to give 
up this great natural resource. 

The Niagara and St. Lawrence are the last and only great hydro- 
electric potenti: als in the Northeast, and we certainly need that power, 
need it and deve lope “| now, and we need it deve loped so that we peo} le 
back on the hills are going to get some of the benefit of it. 

I heard that the Farm Bureau and the Grange had representatives 
that appeared before you in favor of the private utilities constructing 
the development. I belong to the Grange and to the Farm Bureau, 
and I can tell you gentlemen they certainly do not represent me nor do 
they represent a lot of the peop le in my community when they advyo- 
cate turning over this development to the private utilities. 

We never had any vote on it, as I know of, in any of our local or- 
ganizations where the favorable opinion or interest was expressed ; 
but I do know the private utilities had men appear before the board 
of supervisors, before the Rotary Clubs and before the Grange meet- 
ings as long as a year and a half, 2 years ago, advocating this project. 

I hope you men will, as representatives of the people of the United 
States of America, take into consideration the needs of the rural 
people of the State of New York and of the surrounding areas. 

Mr. Donvero. Thank you very much. 
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Mr. Hacer. Thank you for your attention. 

Mr. Donvero. Any questions? 

There are no questions, Mr. Hager. Thank you for your statement. 

Mr. Hacer. Thank you. 

Mr. Donpvero. Is Mr. Gordon Margeson, manager of the Steuben 
Rural Electric Cooperative from Bath, N. Y., present? 

Mr. Margeson. 


STATEMENT OF GORDON MARGESON, MANAGER, STEUBEN RURAL 
ELECTRIC COOPERATIVE, BATH, N. Y., SECRETARY, NEW YORK 
STATE RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Marcerson. Mr. Chairman, I have a prepared statement I would 
like submitted in the record, and I would just like 

Mr. Donpero. It will be received and made a part of the record, 
without objection. 

(Mr. Margeson’s statement is as follows:) 





STATEMENT OF GORDON MARGESON, MANAGER STEUBEN RURAL ELECTRIC 
COOPERATIVE, Batu, N.Y. 


Mr. Chairman and gentlemen of the committee, my name is Gordon Margeson. 
I am manager of the Steuben Rural Electric Cooperative at Bath, N. Y., and 
secretary of the New York State Rural Electric Cooperative Association. 

In the interest or our more than 1,300 rural members, I am here to present 
our views in opposition to legislation for private development of Niagara Falls 
and our views favoring legislation for development with provisions providing 
preference to cooperatives and municipals in the distribution of power. 

Prior to 1944, very few rural people in our area had central station electric 
service. Those who did were generally on main roads between towns where the 
private company had connecting lines between the towns. The private company 
would not serve other rural] people. After years of waiting for the private in- 
terests to serve them, these people formed their own rural electric cooperative 
with funds borrowed from the Rural Electrification Administration. 

The cooperative lines were built and a contract was signed with the New York 
State Electric & Gas Corp. for purchase of wholesale power. As they are the 
only corporation in our area with generation and transmission facilities to 
serve us, we were not able to negotiate for reasonable rates. In 1952 we pur- 
chased 3.744.524 kilowatt-hours from the New York Electric & Gas Corp., 
at an average cost of $0.1139 per kilowatt-hour. This is nearly 50 percent higher 
than the national average of wholesale rates paid by rural electric cooperatives, 

Private companies in New York State are guaranteed, by the public service 
commission, ample returns on their investment after all expenses. 

These expenses include donations, contributions, ete., to various publicity 
organizations and lobbyists, engaged apparently in a campaign to foree the 
generation of electric energy into the hands of private power interests exclu- 
sively. 

This type of expense has no bearing on the manufacturing cost of generating 
electricity, and yet these costs are passed along to all their customers in rates. 

To emphasize the high rates in New York State, I would like to quote an item 
from the Municipal Electric Association of Massachusetts quarterly news bulletin: 


“PLANT MOVES SOUTH TO GET LOWER RATES 


“With a million or so kilowatts of new hydrocapacity awaiting the redevelop- 
ment of Niagara Falls power, President Earl L. Whitford of the Oldbury Blectro- 
Chemical Co., Niagara Falls, N. Y., announced that his firm will build a new 
$3,500,000 plant in Columbus, Miss., instead of Niagara Falls—because of high 
power costs at Niagara.” 

This would indicate that the present power that is being privately generated 
at Niagara Falls is not being sold as cheaply as power in other sections of the 
country. 
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The only way that the people will realize any benefits from this cheaper power 
will be through legislation that will insure cooperatives and municipalities a 
share of the power at an equitable price. This can be done only if cooperatives 
are granted preference in the marketing of power. This would permit us to 
reduce our retail rates and this in turn would bring down retail rates in the 
whole area. 

A great many farmers in New York State are reluctant to add new equipment 
because of the high cost of electric power. 

As we are a nonprofit organization and it is fair to assume that our operational 
and maintenance costs would remain nearlv the same, we would be able to pass 
the benefits of cheaper power directly on to our weimbers by a retail rate decrease. 

Therefore, we strongly support legislation for public development, either by 
the Federal Government or the New York Power Authority. 

We are also concerned with the tax writeoff that private companies obtain at 
the same time that their advertisements stress the amount of taxes that they 
are paying. In fact, it is possible these same private utilities may request a 
tax writeoff to redevelop the Niagara project if Congress sees fit to permit them 
to construct it. It is also obvious that any taxes that private companies pay are 
first collected from their consumers as they are included in their rates. 

Mr. Marceson. And I would just like to highlight it a minute. 

Mr. Donvero. Would you like to use your minutes for an oral 
statement ¢ 

(No response. ) 

Mr. Donpvrero. Would you like to make an oral statement? 

Mr. Marceson. Yes, sir; with your permission. 

Mr. Donprro. We will be glad to hear it. 

Mr. Marcrson. My name is Gordon Margeson. I am manager of 
the Steuben Rural Electric Cooperative at Bath, N. Y. 

The people that our cooperative serves, which is about 1,300 farm- 
ers and rural people, up until 1944 had no central station electric 
service. The private companies that were operating in that area, or 
the private company, I should say, refused to furnish them with this 
service. 

So these people had to get together and organize a cooperative in 
order to obtain electric service. They did this with funds from the 
Rural Electrification Administration. 

After the co-op lines were built there was only one source of 
wholesale power and that was the New York Electric & Gas Corp. 

There is no control through any State agency on regulation of the 
cost of wholesale power. 

We were not in a very good position to negotiate for a rate, and in 
1952 we purchased 3,700,000 kilowatts from the New York Electric 
& Gas at an average of 11.39 mills per kilowatt-hour. 

With private development on the Niagara there is no guaranty that 
we would get any benefit of this cheaper power because there is no 
regulation; there is no way except through negotiation with these 
companies. So we advocate—we ask you gentlemen to consider— 
public development for the Niagara. Thank you. 

Mr. Donvero. Thank you very much for your statement, Mr. 
Margeson. 

Mr. William Wenner, manager of the Northwestern Rural Electric 

‘ ; ern ; : a . 
Cooperative Association, of Cambridge Springs, Pa. 
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STATEMENT OF WILLIAM C. WENNER, MANAGER, NORTHWESTERN 
RURAL ELECTRIC COOPERATIVE ASSOCIATION, CAMBRIDGE 
SPRINGS, PA. 


Mr. Wenner. Mr. Chairman—— 

Mr. Donpero. Mr. Wenner, have you a prepared statement? 

Mr. Wenner. I have a prepared statement which I would like to 
leave with the committee, and I would like to make a brief oral 
statement. 

Mr. Donvero. It will be received and included in the record. 

(Mr. Wenner’s statement is as follows:) 


STATEMENT OF WILLIAM C. WENNER 


Mr. Chairman and gentlemen of the committee, my name is William C. Wenner. 
I am manager of the Northwestern Rural Electric Cooperative at Cambridg 
Springs, Pa. We are located just 25 miles south of Erie, Pa., and 100 miles 
south of Niagara Falls. Half of our area is in the Great Lakes watershed, drain- 
ing into Lake Erie. We serve more than 7,000 co-op members who were unable 
to secure electric service from private utilities. I am acting as coordinator 
for the Allegheny Electric Cooperative. This is a co-op formed by 12 rural elec- 
tric co-ops in Pennsylvania for the purpose of generating power cheaper than we 
have been able to purchase power from private companies. The 12 rural elec- 
tric co-ops serve a total of 55,000 farmers and rural homes in the most remote 
areas of our State. I need not tell you what the rural electrification program 
of the REA has meant to these 55,000 people, over the last 17 years. 

We are proud of the job that our co-ops have done to date, out we actually 
have hardly started the job of complete electrification of our farms for modern 
living and efficient production. Our farmers need vast amounts of low-cost 
power as a tool in their efforts to maintain their self-sufficiency as family-type, 
free-enterprise units. To date, we have not found that low-cost energy. 

Atlhough ours is one of the great coal-producing States and has some hydro- 
electric power, a large amount of power is still imported into our State. 

Our cities are now securing some relief from high cost coal and electricity 
through the importation of Texas gas. My home country is being criss-crossed 
by pipe lines from the west. 

Our farmers would also like to have, and surely need, a cheap supply of fuel. 
Gas cannot be distributed to our farms so we must look to electricity for our 
cheap, automatic fuel. To date it has not been forthcoming from the private 
utilities. 

One large power company, the Northern Pennsylvania Power Co., imports 
nearly all of its power from New York State at a reported cost of 10 mills. This 
company serves 3 of our co-ops and until very recently charged 15 mills per kilo- 
watt-hour at wholesale. The national average cost of power to co-ops is about 
8 mills. 

During 1952, the Pennsylvania Electric Co-ops paid an average of 11 mills for 
power. On purchases of some 200 million kilowatt-hours, this rate of 11 mills 
represents an overcharge of some $600,000 over the national average rate, and 
an overcharge of $1,200,000 over the rate paid by co-ops in so-called public- 
power areas of the United States. I am sure that the committee is well aware 
of the terrible price our farmers have paid because of the failure of the private 
utilities to serve the farms of this great Nation. I submit to you that our 
farmers are still paying a frightful toll because of the failure of the private 
utilities in Pennsylvania, New York, and New England to meet the issue of low- 
cost electric power. In my opinion, it is fair to say that electric power is rationed 
to all of our northeastern farmers because of excesSive rates. Now the utility 
companies are desperate to keep their large block of power out of the hands of 
the people because, for the first time, there is a serious chance that our people 
will learn how cheaply power can be produced and sold. 

Our 12 Pennsylvania cooperatives in our group will purchase about 400 million 
kilowatt-hours in 1960 under present rates. At TVA rates, this figure would very 
likely double. A saving of just 1 mill per kilowatt-hour on 400 million kilowatt- 
hours would be $400,000 per year. This is still real money to our farmers. A 
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saving of 5 mills, which we could anticipate from Federal or State development 
of our power, would save our people $2 million annually by 1960. 

Our friends of the utility companies make much of their tax payments. Some 
of us are old enough to remember when they objected to taxes just like every- 
one else. Now it seems to be their best and only defense for excessive rates. 
I submit to you that public utilities are not in business for the primary purpose 
of paying taxes. The fact that they make so much of this issue indicates to me 
that they are at least trying to unduly influence legislation and regulation by 
this method. 

I feel strongly that, if this Congress turns this great block of public power 
over to private exploitation because of economy and tax-income benefits, this 
Congress must have the courage to remove the tax advantages that are now 
enjoyed by other areas of the Nation. 

On behalf of our Pennsylvania cooperatives, I strongly urge the Congress 
to expedite the Niagara Falls power redevelopment by public agencies. Only 
public development will assure us of a share in this great area asset. For 17 years 
our co-ops have worked hard for more equitable wholesale power rates. At 
this late date, and in spite of the fact that our State has great supplies of 
cheap coal, our Pennsylvania co-ops pay higher power rates than are paid 
by cooperatives in 82 other States. No one knows better than the farmers of 
America how much difference there in between power company talk and power 
company performance. It would be worse than foolish to expect the power 
companies to give the farmers of our State a break on Niagara Falls power. 
Their record speaks for itself. 

We were without electric service until the Congress made it possible for us 
to serve ourselves on an entirely self-liquidating basis. On behalf of our peo- 
ple in Pennsylvania, I respectfully ask that you make it possible for us to get 
adequate power at low rates. We would insist that this be on a self-sustaining 
basis also 


Boarp RESOLUTION, NoRTHWESTERN RwvuRAtT, ELECTRIC COOPERATIVE ASSOCIATION, 
Inc., CAMBRIDGE SPRINGS, Pa. 


Subject: Niagara Falls power. 

The president, Mr. Stainbrook, presented a complete report on the current 
status of legislation relating to the Niagara Falls power redevelopment. After 
full discussion the following resolution was offered by Mr. John Quirk and 
unanimously adopted: “Be it 

“Resolved, That the board of directors of the Northwestern Rural Electric Co- 
operative Association, Inc., do hereby go on record as favoring the adoption of the 
Roosevelt-Lehman-type legislation because it, alone, includes a preference and 
safeguard for the interest of rural electric co-ops and other publicly owned 
utilities, and; be it further 

“Resolved, That this resolution be sent immediately to our national associa- 
tion, to Senators Martin and Duff and to Congressman Kearns as we feel that 
our program has been seriously handicapped by excessive wholesale power rates 
and through the development of the low-cost power at Niagara Falls we finally 
see a possibility of relief from these excessive costs.”’ 

H. M. Burrows, Secretary. 

May 12, 1953. 


Mr. Wenner. Thank you. 

T also have a board resolution which was passed on Tuesday night 
by the board of directors of my cooperative favoring the adoption 
of the Roosevelt-Lehman type of legislation because it alone includes 
a preference and safeguard for the interest of rural electric co-ops 
and municipal utilities. 

After hearing the New York Power Authority testimony, if the 
proper safeguards were put in that legislation, that some of that power 
can be exported to other States at regulated and equitable rates, I 
believe that all people would be in full accord with the New York 
power authority production of the power. 


\ 
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Mr. Donpvero. I notice you are from Pennsylvania. 

Mr. Wenner. Yes, sir. 

I am on a co-op representing 7,000 consumers in northwestern Penn- 
sylvania, serving Erie and Crawford Counties. 

We're also on Lake Erie, just 100 miles from Niagara Falls, and 
just on the New York border. 

So, we have a direct interest in the Niagara at our co-op. 

We have a map here to show there are 13 co-ops in Pennsylvania, 
whom I also represent as coordinator of the generation and transmis- 
sion co-op which we have formed to get relief from the burden of 
high wholesale power rates. All 13 of these co-ops, serving 60,000 
rural consumers, are within the area we understand can be served with 
power from Niagara Falls, in less than a 300-mile transmission radius, 
which has been discussed here. 

Our co-ops have some direct connection with the New York power 
companies. We have the power company in north Pennsylvania 
buying power—it is almost exclusively buying power—from New 
York State. 

We have a large power company that serves coal mines, and a big 
industry in Pennsylvania, which is buying all of its power out of 
New York State at a price of 10 mills per kilowatt-hour, in this day 
and age, when 10 mills is mighty high-priced wholesale power. 

I think that is of ‘am rest to the committee. 

Why that exists, I don’t know, when we- 

Mr. Sone You say you do have a power company in Pennsyl- 
vania, but they do not furnish you with power ¢ 

Mr. Wenner. They do, but it’s power that comes out of New York 
State at a cost to the company of 10 mills from the New York com- 
pany; and then 3 of our co-ops, who buy our entire supply from 
that company, up until just recently paid 15 mills for that same power. 

Now, you see the situation. We export the coal into New York 
State. It’s generated into electricity, sold back to a power company 
in Pennsylvania for 10 mills; then our co-ops pay 15 mills for it. 

Mr. Donprro. Who fixes your rate? 

Mr. Wenner. The public service commission. 

Mr. Donprero. In New York? 

Mr. Wenner. Of both States. 

Mr. Donpvero. In New York or Pennsylvania? 

Mr. gf aig Well, Pennsylvania are the ones. 

Well, there again, there is no control over wholesale rates, to speak 
of. It’sa mi: se of negotiation with one source of supply. You can 
see how the negotiations go. 

So, in despet ration, last year we formed a generating and trans- 
mission cooperative, spent several thousand doll: ars and many, many 
hours of time exploring the possibility of cheaper power for our 
co- ops. 

This 15-mill power, we felt, was very burdensome and excessive in a 
coal-producing State. Their power, according to the power company 
propaganda, is cheap; but it certainly isn’t cheap at wholesale at 15 
mills. 

Well, upon the threat of this generating and transmission cooper- 
ative—we were just on the verge of coming to the REA for a loan— 
we started negotiating, and we got a rate for our 3 co-ops in that area 
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of 11 mills, which is still excessive for co-ops in a coal-producing 
State. They told us when we negotiated the rate that they were paying 
10 mills for power; if they sold it to us for 11, it would be a subsidized 
rate, but they were willing to do that to keep us from building our 
own generating plant. 

Now, I presume if there were regulations that worked, that wouldn’t 
be approved by the commission, because that certainly is not fair to 
the other consumers of that company, to subsidize the three co- ops— 
and I am telling you these stories, these facts, to bring up the point 
that, in spite of the regulation, we have not had equity in rates. 

The large power consumers—I think it’s been brought out here— 
in Niagara Falls are satisfied. They seem to do business all right at 
8 mills. They’re big enough to negotiate and to bargain for cheap 
power. 

The small municipalities, the small cooperatives, and certainly the 
small farmer and home consumer, cannot bargain. He must take 
what he can get through whatever means are at hand. 

Through the help of the United States Congress 60,000 farmers 
in the remote areas of our State, and in the mountain areas, the low- 
income counties, are receiving the blessings and benefits of central- 
station electric service. We have nearly 100 percent electrification in 
our State, thanks to the United States Congress and the REA loans. 

Our consumption is low. We know we have farms that use 3,000 
kilowatt-hours a month.  They’re electrified. They’re efficient. 
They’re pleasant places to live. We know that our other farms could 
use substantial quantities of power but we can’t serve those people 
with those substantial quantities of power unless the rates are low. 

Even a savings of a mill kilowatt-hour is important to us. Our 
co-op alone, we figure, will buy 60 million kilowatt-hours in 1960. 

Mr. Donvero. What arrangement would you advocate this commit- 
tee eiiter into? 

Mr. Wenner. We hope 

Mr. Donpvero. What do you want us to do? 

Mr. Wenner. We hope a public agency will develop this power 
because I think the facts I have presented will indicate to you, in 
spite of the local regulation, there isn’t equality in rates; and, on top 
of that, we hope there will be some safeguard, whether it’s Federal 
or State, I personally would be for State production and sale of this 
electricity over Federal, provided cooperatives were granted prefer- 
ence in the marketing of the power. 

We hope there will be a definite safeguard put in that by the Con- 
gress so that the rural, the small consumer, and not the large industry, 
will get the bulk of the blessings and benefits of this power. 

Now, that’s out of my province. T don’t know how to do that, but 
that is my thinking and I’m sure that is the thinking of the people 
I represent. We desire safeguards to protect the rural and domestic 
consumer. 

I come from an adjoining State, only a hundred miles from Niagara 
Falls. We feel that some of the power should reasonably be sent into 
Pennsylvania at rates which would reflect the low-cost production at 
Niagara Falls. 


Mr. Donprro. Any questions? 
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Mr. Neat. I would like to ask one question of you, please. Was it 
necessary for that company from which you are purchasing your own 
power now to extend to any great extent the transmission line through 
vour own center of distribution when they entered into a contract with 
you at certain rates? 

In other words, was your rate high enough to help to write off some 
excessive expense which the company furnishing your electricity had 
to put up in order to reach your center of supply with additional 
transmission lines ? 

Mr. Wenner. That is a long story, sir, and it gets into recent nego- 
tiations we just had. 

My particular co-op has 8 sources of power in its 1,500 miles of line. 
Four of them are substations that didn’t cost the power company any- 
thing at all to connect. The other four metering points are very un- 
satisfactory because they wouldn’t spend any money to build the trans- 
mission line on our load centers where we could get service. Again, on 
the threat of our building a generating and transmission system of our 
own, they wanted to negotiate and now we have a map to show they 
are going to spend whatever money is required to build to our load 
centers. 

They wouldn’t talk about it, though, until we organized this generat- 
ing and transmission cooperative and got our own engineers and went 
to great expense and trouble. Now they have reduced our rates from 
i0 mills—in a company that we buy power from, we pay 10 mills— 
just this week, I believe, a new rate went into effect at 9 mills—just 
about 9 mills, and they agreed now to build to our load centers. 

But we have had a terrific problem about that load-center situation, 
and only the threat of a generation and transmission co-op got us this 
service to lo: id centers. 

Mr. Donpero. Any questions, Mr. Blatnik ? 

Mr. Buarntk. No questions. 

Mr. Donpero. Thank you very much, Mr. Wenner—— 

Mr. Wenner. Thank you very much. 

Mr. Donpero. For your statement to us. 

The Chair wants to call attention to the fact that there has just been 
received a report, signed on May 5, this year, and filed with the De- 
partment of State here in Washington and with the Department of 
External Affairs at Ottawa, from the International Joint Commission 
between the United States and Canada regarding the remedial works 
necessary to preserve and enhance the scenic beauty of the falls at 
Niagara, and I ask it be included in the record—I do not know what 
position they take—following the statement made by Mr. McWhorter, 
of the Federai Power Co. That is where it belongs. 

We have two witnesses left who will be heard at 5 minutes each. 

Is Mr. Donovan in the room ? 

Mr. Donovan. Yes, sir. 

Mr. Donpero. Mr. Donovan represents the Northeastern Associa- 
tion of Electric Cooperatives, Delhi, N. Y. 

Mr. Donovan. Thank you, Mr. Chairman. 

Mr. Donpvero. Proceed, Mr. Donovan. 
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STATEMENT OF ROBERT N. DONOVAN, PRESIDENT, NORTHEASTERN 
ASSOCIATION OF ELECTRIC COOPERATIVES, DELHI, N. Y., MAN- 
AGER, DELAWARE COUNTY, N. Y., ELECTRIC COOPERATIVE, INC. 


Mr. Donovan. I am manager of the cooperative and, as you said, 
president of the Northeastern Association of Electric Cooperatives. 

Yesterday Representative Miller, I think, made the statement that 
in New York State there were no cooperatives, and that no coopera- 
tives were interested in this project. So, 1 prepared a map—I didn’t 
hear the statement, but it was related to me—showing how many co- 
operatives there are who are interested in this Niagara power project. 

I have some figures here. 

This map has a 300-mile radius. I think this is considered as at 
least being the feasible transmission distance. I don’t know what the 
economical distance is, but I think John Burton, of the New York 
State Power, said it was the feasible transmission distance. 

Well, in this circle you will see there are 42 rural electric coopera- 
tives, serving over 123,000 farm families. They are located in New 
York, Pennsylvania; we’ve got one in West Virginia; several in Ohio; 
some of these over in Michigan. 

That distance, of course, is a straight line. There are a large num- 
ber of cooperatives interested in this project and their interest is not 
limited by State lines. 

Mr. Donprro. It takes in Jersey and part of Maryland, doesn’t it ? 

Mr. Donovan. This circle takes in part of New Jersey and part of 
Maryland. 

I just wanted to make that point, Mr. Chairman, if I may. 

Mr. Donnero. Have you a prepared statement, Mr. Donovan? 

Mr. Donovan. Yes, Mr. Chairman. 

I'd like to comment on it, if I may. 

Mr. Donvero. If you wish to offer it for the record, it will be re- 
ceived and made a part of the record. 

Mr. Donovan. I would like to have this accepted and made part of 
the record. 

Mr. Donvero. So ordered. 

(Mr. Donovan’s statement is as follows:) 


STATEMENT OF Rorert N. DONOVAN, PRESIDENT, NORTHEASTERN ASSOCIATION OF 
Erecrric COOPERATIVES AND MANAGER OF DELAWARE County (N, Y.) ELecrri 
COOPERATIVE, INC, 


Mr. Chairman and gentlemen of the committee, my name is Robert N. Donovan. 
I am manager of the Delaware County Electric Cooperative, Inc., at Delhi, N. Y. 
I am president of the Northeastern Association of Rural Electric Cooperatives, 
whose members are 5 cooperatives in New York, 3 in Vermont, 1 in New Hamp- 
shire, and 5in Maine. We very strongly urge favorable action on the Lehman- 
Roosevelt bills (S. 1851 and H. R. 5€65). We oppose any proposition that 
enables five of the New York power companies to further monopolize the Niagara 
River power potential. 

It is unthinkable that these committees and Congress would force a private 
monopolistic power development on the State of New York. New York law and 
tradition dictate that Niagara be a publicly owned power project for the benefit 
of domestic and rural users. Use by industry is a secondary consideration, 
except in instances of national defense. From Gov. Charles Evans Hughes 
down to our great Gov. Thomas E. Dewey, the leaders of our State in both 
political parties are opposed to monopolistic control of Niagara and St. Lawrence 
power. 
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United States policy requires that Niagara be a nonprofit project for the 
people. The Niagara is a navigable river as well as an international river 
Its waters tlow from hills and valleys of several of our States as well as 
Provinces in Canada. The beautiful falls is dear in the hearts of millions of 
Americans. They look upon it as belonging to all of them and not to a few 
stockholders of five companies. 

The people of Canada are properly building their share of the new Niagara 
power on a nonprofit basis. For years Ontario has had efficient, nonprofit, 
public power at rates far below rates in New York. Niagara must be a public 
project or the people of the State will continue to pay just about the highest 
rates in the Nation. 

Why are rates so high in New York? The five companies (Niagara Mohawk, 
New York State Electric & Gas, Rochester Gas & Electric, Central Hudson Gas 
& Electric, and Consolidated Edison) now own about 110 low-cost hydroplants 
28 efficient steam plants, and are now taking some 440,000 kilowatts from the 
Niagara Falls. Yet, in the paid advertising we read that these companies are 
very efficient operators and are doing such a wonderful job in the public interest 

I would like to discuss the support the five companies say they have from the 
people. It is worth while for this committee to look into this to find out how valid 
this apparent support is. It is doubtful if many local units of the statewide 
organizations are in full agreement at the grass-roots level. 

The companies organized a propaganda Campaign that was unprecedented in 
the State of New York. Employees visited nearly every farm and business 
organization as well as many town and county units of government. In a large 
number of the organizations it was an employee who was a member that made 
the speech and asked for the resolution favoring private Niagara decvelopment. 

The members of these organizations are average citizens and are generally 
inarticulate in matters of electric-power generation and supply. The speeches, 
together with the newspaper publicity, served to further confuse the people. 
Many half truths were told and popular scarewords used. The organizaticns 
that went on record favoring private development are not being criticized, unless 
it was for not hearing both sides of the issue before going on record favoring 
legislation that is not in the interest of their constituents 

The people were made to believe if Niagara was turned over to the pubiie 
that the Government would soon take over their farms and businesses. They 
were fold that the rural electric cooperatives and municipal systems in New 
York were tax free and tax subsidized. They were told that the power com- 
panies were the first line of defense for our free-enterprise system. They said 
if the Government lets them build the power project they will be very happy to 
pay $23 million in new taxes. They did not say the new taxes would come from 
the ratepayers in New York. 

It is my considered opinion that there is only 1 reason the 5 companies are 
together in this bill. Niagara Mohawk is the only one with experience on the 
Niagara River and serves the immediate area, except for those served by munici- 
pal systems nearby and a rural electric cooperative. The Central Hudson Co. 
and the company in New York City are way beyond the accepted economic dis- 
tance for receiving power. Niagara Mohawk could easily arrange the financing. 
It is my belief that the 5 companies are in this together only for purposes of 
propagandizing the people of the State. 

During the 1952 elections there was not a big issue of private versus public 
power. During the campaign in New York there was very little, if any, dis- 
cussion of Niagara power. But now these utilities are trying to create the im- 
pression that the election was a mandate that Congress permit 5 companies to 
develop the Niagara. Last year’s vote was not one for giving the people’s re- 
sources to private monopolies. 

The municipals and cooperatives in the State need to be able to purchase power 
from suppliers that are friendly toward us. The cooperatives purchase all of 
their power, as do the smaller municipalities. By charging us all the traffie 
will bear they tend to keep us poor. By so doing they keep our rates to our 
customers above the rates to their consumers. Cooperatives in 33 States enjoy 
cheaper power than do we in New York. 

The utility companies in the Northeast do not seem to respect our right to 
continue serving those already connected to our lines. Only the day before 
yesterday the Western Massachusetts Electric & Gas Co. president decided to 
carry through with plans to build a duplicating power-transmission line to take 
consumers away from a Vermont electric cooperative. Because of having lower 
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rates, the consumers would be glad to switch over; and, of course, they were 
encouraged to do so by the company. There are 10 miles of line and 24 con- 
sumers. Some of the consumers will stay with the cooperative, so there will be 
2 lines standing about 20 feet apart. The regulatory commission has ruled no 
jurisdiction. This is not the first instance of such threats and decisions by our 
unfriendly power suppliers in New York and New England. These acts of pirat- 
ing our consumers confirm our need for a power supplier that is friendly toward 
us and who is not trying to destroy us. 

We feel the Lehman-Roosevelt bills for State ownership of Niagara power is 
vastly superior to the plan of 5 power companies. The Lehman-Roosevelt pro- 
posals will benefit the public as users in lower domestic and rural rates. Bene- 
fits will not be confined to the immediate area of the project, as in the private 
proposal. New low-cost power will be available in many smaller communities 
far from Niagara to attract much needed industry and create new employment. 
The private bill favors the people near the project who now have the lowest rates 
in the State. 

We urge that these committees rise above the lobbyists and pressure groups to 
promptly reject the bill for giving Niagara Falls to the private monopolies. We 
ask that you respect the law of the State of New York reserving Niagara for a 
State-owned project. We ask that these committees report favorably on 8. 1851 
and H. R. 5065 in the interest of the people of New York. 

Mr. Donovan. The companies have come in here with a lot of sup- 
port. I think it would be well for the committee to consider from 
whence this support comes. Part of it is the electrical workers’ unions. 
Those people are their employees. So, that support is to be expected. 

They came in with contractors, who work for them, and I think that 
their suport would be expected. 

We had the Chamber of Commerce in Buffalo, and that is the area 
that is going to get the big tax benefit from this project. So, we can 
see why they would be favoring the companies. 

Now. there are some other groups who’s interest we question. 

Mr. Hager mentioned the Farm Bureau and the State grange. Well, 
I seriously question if the support from those organizations came 
moht from the grassroots. 

The companies went around and had their local employees give 
speeches in the chambers of commerce and farm organizations and 
hoards, county boards of supervisors. They asked these groups for 
resolutions supporting the private power company position. Many 
of these organizations didn’t hear both sides of the story, and, due to 
the type of campaign that the private companies have put on, these 
people were led to believe that the companies were right and they 
hurriedly passed these resolutions which you have heard so much 
about. They certainly do not represent grassroots opinion. 

I would like to mention that the committee probably has several 
hundred resolutions that have come in in the last 10 or 12 days from 
people in New York State supporting these companies. 

It has come to my attention that all the State grange masters, for 
instance, have had a form letter from the Citizens Public Expenditure 
Survey telling them to get on the ball and get their resolutions down 
here, wire you people and say they want private development. 

This letter wasn’t addressed particularly and stric tly to the granges. 
It pe rong went to many, many organizations. 

I don’t nem anything about this Citizens’ Public Expenditure 
Survey. I don’t know who supports them, but it would be well to 
look into some of these things, I think. 

I have a little rate tabulation that is not part of my statement, Mr. 
Chairman, and I’d like to comment on that, if I may. In Buffalo a 
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hundred kilowatt-hours cost about $2.78. Those people enjoy cheap 
hydropower at the present time 

In Rochester, a hundred kilowatt-hours costs about $4.36, and I 
understand they are asking for a rate increase. 

Binghamton—the cost is $4.30. Those people increased their rates 

ye ir ago last January. 

New York City—the rate is $4.44. 

Now, here is the one—the cooperative that I manage—$7 for a 
hundred kilowatt-hours. 

Now, there are two reasons for that. One is the high wholesale rate 
we pay the power company, which is not regulated by the Public 
Service Commission in New York. The second is the low density 
along our lines. 

The low density is something that we can’t correct, but we can cor- 
rect the inequities in what we pay for our purchased power. 

Mr. Chairman, I would like to have this inserted in the record, if I 
may. It isa rate tabulation showing these comparisons for 40 to 250 
and 500 kilowatt-hours. 

Mr. Donpero. It will be received and made a part of the record as 
part of your remarks. 

(The table referred to is as follows :) 


TABLE A.—Domestic consumer retail rates in various places in New York State 
compared with rates of Delaware County Electric Cooperative, Inc. 


Delaware 
ened 


Kilowatt-hours used Buffalo Rochester — < a New York Electric 
- Coonera 
ti 
40 1. 48 2. 1 2. 24 2. 06 400 
100 2. 78 4. Sf 1.30 4.44 7.00 
250 5. 03 7. 27 7. 45 7. 85 11. 12 
ELE 8. 78 10. 45 12. 70 13. 13 16. 75 
Note.—Buffalo, Rochester, and New York rates are taken from Federal Power Commission report, 
l'ypical Residential Electric Bills 1952. Binghamton charges reflect increased rates in 1952, not shown in 
the FPC report. Cooperative rates have been in effect since 1950 


Mr. Donovan. Thank you. 

I would like to quote a clipping from the Oneonta (N. Y.) Star, 
dated May 8, 1953. This is a column by Drew Pearson. I just want 
to quote a couple of paragraphs in that article: 

The top spending lobby group in the Nation’s Capital today is the National 
Association of Electric Companies, which doled out $477,941.74 to influence Con- 
gress and the Government last year. 


Further in the article: 


The chief immediate effect of this power lobby victory will be to boost rates 
that at any time since Hoover days and the Association of Electric Companies 
deserves credit for more than earning its pay. 

The chief immediate effect of this power lobby victory will be to boost rates 
to REA co-ops serving millions of farmers; also permit private utilities to pur- 
chase Government power dirt cheap without going to the dams and the expense 
of building the power projects. Thus, a taxpayer will pay for building the 
future dams and generating the electricity while private utilities will be able 
to get the profit from selling the electricity. 


That is all I have, Mr. Chairman. 
Mr. Donvero. Thank you for your statement, Mr. Donovan. 
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Mr. Donovan. Thank you. 

Mr. Donpero. Mr. Clyde Ellis. 

Is Mr. Ellis in the room ? 

Mr. Ellis, of course, we all know, is a former Member of Con- 
gress, and my colleague, and I think now for a number of years has 
been the head of the REA and, quite naturally, he is interested in the 
subject of power, particularly public power. 

We are always glad to hear him because he always has something to 
say. 

Mr. Exxis. Thank you, Mr. Chairman. 

Mr. Donpero. Good friend, we are glad to have you and hear you. 


STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Exxis. I am happy to appear before my good friend, the dis- 
tinguished Chairman Dondero, and other members of the committee, 

As I walked up here just now, somebody said, “Cleanup man.” I 
take it I am the last witness. 

Mr. Donpero. You are the last witness. 

Mr. Exuis. I shall be brief per the suggestion of the able clerk of the 
committee. 

I would like to ask your permission to insert in the record a telegram 
which we have just received from Pennsylvania co-op. 

Mr. Donprro. Without objection, it will be included in the record. 

(The telegram referred to is as follows:) 

YOUNGSVILLE, Pa., May 13, 1953. 
CLYDE T. ELLIs, 
National Rural Electric Cooperative Association, 
Washington, D.C. 

Reference revelopment of power potential of Niagara River, our annual mem 
bers’ meeting on May 15 causes our appearance before Public Works Committee 
hearing to be impracticable. Our board of directors have carefully considered 
both bills. They strongly advocate the Lehman-Roosevelt bills (S. 1851 and 
H. R. 5066). We ask you to represent this cooperative at the tentatively sched- 
uled May 15 hearing. 

M. D. RHODES, 
Vanager, Pennsylvania Co-op. 


Mr. Exuis. With your permission, I shall file my statement—and I 
believe we have already handed you the prepared statement which I 
have—and I shall mention only 2 or 3 things. 

Mr. Donvrro. Without objection, it will be included in the record. 

(Mr. Ellis’ statement is as follows :) 


STATEMENT OF CLYDE T, ELtis, EXECUTIVE MANAGER, NATIONAL RuRAL ELEcTRIC 
COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is Clyde T. Ellis. I 
am executive manager of the National Rural Electric Cooperative Association, 
the national service organization representing 934 rural electric systems serving 
3,431,354 rural consumers. I appear before you today in support of the Lehman- 
Roosevelt bills (S. 1851 and H. R. 5066) for Federal-New York State redevelop- 
ment of the power potential of the Niagara River, N. Y._ I also appear in opposi- 
tion to the bills for private development of this power potential of the Niagara 
River. 

Appearing as I do on behalf of the rural electric systems and their farmer 
members, I would like to quote a resolution passed by our annual convention in 
San Francisco, January 29, 1953: 
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“Democratic government is a creation of a free people, designed to maintain 
peace and order, to protect life and property, to perform services and functions 
which either would not or could not be performed by individuals or private 
organizetions or which in the judgment of the people can be done better by 
government, or which are so vital to the public welfare that the community 
does nor feel justified in leaving responsibility to individuals or private 
organizations. 

“To carry out these functions and achieve these aims, the people of this Nation, 
over a period of several centuries, through their elected representatives at all 
levels of government, evolved programs and policies. 

“In recent months, certain vested interests have advanced plans and pro- 
posals which, if agreed to by public administrators and the Congress, would 
result in the virtual dismantling of the Federal Government. 

“These proposals range from demands that the public domain and the national 
forests be turned over to private corporations for exploitation to demands that 
the great resource development projects like Tennessee Valley Authority, Bon- 
neville Power Administration, and others be given away or sold to private 
corporations. Some have urged that Government lending agencies like Rural 
Electrification Administration be abolished and their functions left to wither. 
Others have urged that the Federal Congress abdicate its responsibilities for 
the common welfare and cede its authority, responsibility, and functions to 
other political units with no guarantee that the recipients could and would 
carry out long-established policies designed to protect and preserve the com- 
monwealth: Now, therefore, be it 

“Resolved, That members of NRECA reassert their faith in democratic gov- 
ernment and in our ability to control and direct our officials, and that we 
express our vigorous opposition to these proposals which are in effect a bare- 
handed ‘raid on the commonwealth.’ 

“In line with our long-established policies, we express our firm opposition 
to the proposals for transferring ownership or control of public resources, par- 
ticularly hydro facilities or potential hydro sites to corporate ownership for 
exploitation for private profit. 

“We reaffirm our support for public lending agencies, particularly REA which 
has and must continue to perform functions which no private organization can 
or will perform. 

“We decry the efforts of great investment and corporation groups to erode 
away the faith of our people in democratic government, and we we wish to issue 
solemn warning to eur own people that such an effort is underway. 

“And we urge the Congress to stand vigilant guard over the resources of the 
commonwealth and the sovereign powers which the people of this country have 
delegated to it, and we urge that the Congress refuse to transfer our resources 
or delegate its powers to private corporations or other organizations not subject 
to democratic control.” 

I think that resolution expresses the viewpoint we wish to take today on the 
general problem we face in the development of the waters of the Niagara, and 
the attitude we wish to take in relation to certain policy expressions contained 
in the private utilities’ bill before this committee. I would like to submit to 
the committee four other resolutions along this same line adopted at our 1953 
convention in San Francisco. I will attach copies of these other resolutions to 
imy statement and ask that they be included in the record. I ask that they 
be included not only as the official statement of policy of this farmers’ organi- 
zation, but that they be included to indicate the extent to which our people are 
disturbed by the recent trend toward turning over vital natural resources to 
private groups. (Resolutions attached at the end of the statement.) 

There is no question but that the Niagara River represents one of the largest 
sources of undeveloped power. According to the Federal Power Commission, 
this redevelopment of the power potential of the Niagara River would provide a 
net increase of 1,132,000 kilowatts and about 7.78 billion kilowatt-hours of 
annual energy. This output is equal to the combined output of Hoover, Bonne- 
ville, and Shasta Dams and is greater than the estimated annual production 
of 6,300 million kilowatt-hours for the United States share of the proposed 
St. Lawrence power project. The project is also equally important because this 
potential power can be economically developed. A development such as this 
certainly raises many questions of public policy and I am sure your committees 
will thoroughly review these questions. 

This redevelopment of Niagara power has other implications than just being 
a simple power project. First of all, there are the international problems 
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resulting from the fact that the power must be developed according to a treaty 
between Canada and the United States. Also there is the important matter of 
preserving and enhancing the scenic beauty of Niagara Falls, This certainly is 
a governmental responsibility and must not be left to the decisions of a group 
of private utility companies. Also there are some questions of navigation limi- 
tations, particularly controlling the depths of water. There are questions of ice 
conditions. Further there must be remedial works constructed jointly by the 
United States and Canada to realize fully the potential power of the Niagara 
River. These factors indicate that serious questions of public interest are 
present in connection with this development. It is our belief that these interests 
can only be amply protected by public development as specified in the Lehman- 
Roosevelt bills. 

This great power potential of the Niagara River must be fully developed to 
satisfy the growing demand for electricity in the Northeast and also to insure 
this power being available at the lowest possible cost. According to the Federal 
I’ower Commission report entitled “Possibilities for Redevelopment of Niagara 
balls Power,” “existing power developments do not fully utilize the possibilities 
at the site either from the standpoint of use of presently authorized or temporary 
diversions, or in consideration of the maximum possible amounts of water avail- 
able which may be diverted for power use.” If private development doesn’t fully 
utilize the possibilities of its present facilities, it is questionable if they would 
realize the full potential of this much larger redevelopment project. In order 
to insure such complete realization of the full power potential of the Niagara 
River, we believe there should be public development. 

We are concerned with the fact that the Federal Power Commission in 
granting licenses for the development of the power potential of our streams 
often does not follow established Federal power policy. It has granted licenses 
for such developments without requiring the developing agency to comply with 
safeguards for the interests of the people, such as preference in the marketing 
of the power for cooperatives and public bodies. Therefore, we believe that a 
license issued by the Federal Power Commission does not in itself protect the 
interests of the people. 

The electric cooperatives which would be affected by this legislation are located 
in New York State, northern Pennsylvanna, and eastern Ohio. They are, on the 
whole, small electric systems serving the more sparsely populated rural areas. 
As a result their revenues are limited and their operating expenses high. Ob- 
viously they do not have the resources to undertake a development such as this 
or even to build their own transmission facilities to the site of the power. They 
are dependent on public development to receive their share of this potential 
Niagara power at an equitable cost. 

These cooperatives at the present time purchase all of their power from the 
private utilities in their areas They are paying some of the highest wholesale 
power rates in the Nation. The national average wholesale price paid for power 
by REA cooperatives for the 12 months preceding June 30, 1952, was 8 mills. 
But in New York the electric cooperatives paid 11.2 mills and in Pennsylvania 11 
mills. Since wholesale power costs are usually about one-third of the total 
operating expenses of the cooperatives, one can readily see what effect such 
high wholesale costs have on the ooperatives’ financial condition and also on 
their retail rates. 

The Lehman-Roosevelt bills provide that the project will be constructed by 
the Federal Government and then turned over to the Power Authority of the 
State of New York provided they agree to grant preference in the marketing of 
power for cooperatives and public bodies. Such a policy would be in full accord 
with established Federal power policy and also would insure these cooperative 
of an equitable cost for the power they receive from this resource of the people. 
But if the private utilities are able to build and operate the project they will no 
doubt continue to charge the cooperatives the same rates they are now—or what 
they feel the traffic can bear. 

Since these cooperatives are nonprofit organizations, it can be assumed they 
will immediately reduce fheir retail rates in proportion to any wholesale rate 
reduction they receive. This will enable the farmers served by these cooperatives 
to fully utilize this valuable hired hand. It will also provide them some relief 
from the present price squeeze they find themselves in. But under private 
development there is no question but that little benefit from this project would 
accrue to the ultimate rural and domestic consumer. 

Construction costs under private and public development would be approxi- 
mately the same, but annual operating costs according to the Federal Power 
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Commission report would be almost 2% times as much under private development 
as under public development. As a result, according to the Federal Power 
Commission, if tunnels are used for construction of the project, the cost of the 
power delivered to load centers in New York, Pennsylvania, and Ohio would 
average 6.39 mills for private development and 2.58 mills for Federal develop- 
ment. The consumer certainly has much to gain from Federal redevelopment as 
envisoned by the Lehman-Roosevelt bills. 

Also the cooperatives in this area are concerned with the quality of the trans- 
mission service they are receiving. There have been complaints of wide voltage 
spreads and serious voltage drops due to overloaded transmission lines The 
loads of the cooperatives are growing rapidly—in New York State alone they are 
growing 12 percent per year. They feel that new transmission facilities must be 
built in the area and must be sufficient to improve the quality of the service. 
Judging by pust experience, they seriously question the intention of their present 
wholesale power suppliers to do this. Section 3 (b+) of the Lehman-Roosevelt 
bills specify that “such transmission lines and related facilities shall be con- 
structed, or acquired * * * as may be necessary in order to make project power 
available in wholesale quantities for sale on fair and reasonable terms and 
conditions to facilities owned by the Federal Government, rural consumers, public 
bodies, cooperatives, and privately owned companies.” This should assure the 
cooperatives of sufficient transmission to take care of their rapid load growth. 

Also the cooperatives in this area have expressed concern over the depend- 
ability of the transmission service which they are receiving. Some of them 
have reported frequent transmission failures. Such failures make even the best 
maintained and operated cooperative distribution system ineffective. This, of 
course, imposes a real hardship on the thousands of farms which these cooper- 
atives serve. These cooperatives feel that public redevelopment of Niagara 
Power under the Lehman-Roosevelt bills will result in more dependable trans- 
mission service. 

There has been raised the point that private development wili result in so 
many million dollars of taxes which will be lost under public development. 
The 1949 Federal Power Commisison Niagara report states: “Such taxes as 
would be lost as a result of the Niagara redevelopment would be very small 
* * *” But even this small loss has been taken into account in the Lehman- 
Roosevelt bills in section 3 (b-9-A) which provides for payments in lieu of 
taxes along the lines of the TVA formula. This formula has operated in the 
TVA area very equitably and in the year ending June 30, 1952, TVA and TVA 
distributors paid in lieu of taxes and taxes on all reservoir land and power 
facilities $7,369,447 as compared to $3,233,792 when these facilities were in 
private ownership. 

Also once you give the people of the Niagara transmission area the benefits 
of low-cost power they will use it to increase the productivity on their farms 
and in their shops and factories and thus enable them to pay higher local prop- 
erty and Federal income taxes. This combined with the increased equipment 
these rural and domestic consumers will purchase to utilize this abundant cheap 
power will go far to increase the tax base of the whole area. After all, one must 
remember that any taxes paid by a private utility are paid by the ultimate con- 
sumer in the electric rates he pays. 

The Lehman-Roosevelt bills also remove any doubt as to whether adjoining 
States will be able to receive power from the Niagara project. Section 3 (b-8) 
provides for the “apportionment of project power among States within economic 
transmission distance” and if agreement can’t be reached concerning such an 
apportionment, the Federal Power Commission is authorized to hold hearings 
on the matter and to render a final decision. We feel this is very important 
because the need for more power exists in the whole area and this will insure 
the fact that the power will not just be sold to big industry in the vicinity of 
Niagara Falls, N. Y., but some of the benefits of it will accrue to rural and 
domestic consumers in other areas. 

This brings me to the final point, that of economy versus investment. It is 
our belief that it is not economy to deny the people in the Niagara area the 
benefits of this low-cost power. The Lehman-Roosevelt bills provide in section 
3 (b-a) for “ultimate repayment of all costs properly allocable to power.” These 
costs would, of course, be repaid by the Power Authority of the State of New 
York once it met the conditions specified in the bills for having the project 
turned over to its jurisdiction. Thus the power part of the project costs wonld 
be repaid over a period of years as the Congress sees fit to specify. Public 
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construction and operation of this project represents an investment in the 
people to enable them to more fully utilize their own resources and contribute 
more to the well-being of their area and the Nation as a whole. 

Therefore, we oppose the bills for private redevelopment of the power potential 
of the Niagara River and strongly urge this committee to support the Lehman- 
Roosevelt bills for Federal-New York State redevelopment. 





RESOUTIONS ADOPTED AT ANNUAL CONVENTION OF NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION, SAN FRANCISCO, CALIF., JANUARY 29, 1953 


POWER DEVELOPMENT FUNDS 


Whereas the United States, in its numerous great rivers and river basins, is 
possessed of the assets and resources that will, upon maximum development, 
retain, enrich our soil, provide unlimited recreation for the people of the coun- 
try, conserve the natural resources, and insure adequate electrical power supply 
to meet the long range demand of all individuals and industries alike, resulting 
in such a combination of facilities for progress that America can achieve its 
highest potential standard of progress and prosperity ; and 

Whereas it is to the personal interest of all of the more than 12 million farm 
people now served by rural electric cooperatives and public power districts, that 
the development of all of these phases of the river and river basin resources 
be expedited with emphasis on the pressing need of the rural electric systems 
for additional dependable, low-cost power sources, without which these systems 
cannot attain their maximum service; and 

Whereas it is recognized that much work has been done and progress made, 
in planning the development of this resource by the Department of the Interior, 
Corps of Engineers and other assisting agencies in this Government, and progress 
has been made toward the consummation of some of this planning, which clearly 
shows the wisdom of the undertaking by the achievements already attained: 
Now, therefore, be it 

Resolved, That we urge the development of all of the country’s economically 
feasible potential hydroelectric power as rapidly as practicable, and be it further 

Resolved, That the Congress of the United States is petitioned to provide funds 
and loan authorizations for river basin and water power developments and for 
the generation of electricity in connection therewith, and be it further 

Resolved, That the Congress of the United States is petitioned to provide 
funds and loan authorizations for the construction of transmission lines to dis- 
tribute the electric power so generated to cooperatives, public power districts and 
municipal consumers, at their load centers, and to integrate various electric 
facilities regardless of Who owns or operates them, and be it further 

Resolved, That the Congress of the United States is petitioned to provide funds 
and loan authorizations for the construction of fuel burning generating capacity 
where necessary to firm up hydrogeneration and to improve the efficiency of such 
generation, and be it further 

Resolved, That the Congress of the United States is petitioned to continue 
the established power policy of the United States, thus providing the development 
of potential hydropower and the sale and delivery to load centers of the con- 
sumer of this power wholesale, over self-liquidating transmission lines, first 
to public bodies and cooperatives and then to private companies in that order, 
and to the accomplishment of this end, it should provide adequate appropriations 
for construction and administration. 


’ 


“RIGHT OF First PuRCHASE” CLAUSE 

Whereas in a democracy the Government is not something different and apart 
from the people, but is, instead, the representative and instrumentality of the 
people, and what the Government owns the people own; and, therefore, the 
Government must always use Government property for the greatest benefit of the 
largest number of the people; and 

Whereas this basic principle of democracy has, since the days of Theodore 
Roosevelt and continuing without interruption to date, always been part of the 
law of the land applicable to the hydroelectric generating facilities constructed 
and operated by the Government, by virtue of the provisions in different statutes 
under which the people, through governmental subdivisions or mutual self-help 
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organizations such as cooperatives, have been given the first right to purchase 
the electric power generated by their Government-operated dams; and, 

Whereas to retain the integrity of this basic democratic principle, it is es 
sential that the relationship between the Government and the people be direct, 
and without any intervening agent in the position of a tolltaker to profit both 
from the operations of the Government and the people, and, as a practical mat- 
ter, it is absolutely necessary that the Government construct all transmission 
facilities which are needed to bring the power to the geographical points where 
it can be taken and used by people’s organizations: Now, therefore, be it 

Resolved by the delegates to the 11th annual meeting of NRECA assembled, 
That the Congress be urged to continue to protect the interests of the people, as 
owners of Government power-generating facilities, in their long-established right 
of first purchase of Government-generated power, through their public bodies 
and nonprefit cooperatives created by the people for that purpose; and be it 
further 

Resolved, That the Congress also be urged to make this right of first purehase 
by the people a realistic fact instead of only a theoretical right by authorizing 
the construction, by Government power-marketing agencies, of all transmission 
facilities needed to bring this power to public bodies and nonprofit cooperatives, 
and by appropriating the necessary moneys therefor. 


PROPAGANDA INVESTIGATION 


Whereas the private power industry has in recent years manifested the same 
arrogant disregard for the public interest that it showed in the 1920’s; and 

Whereas it has, through multi-million-dollar expenditures on lobbying, adver- 
tising, obstructive court action, and other means, attacked the rural electric 
cooperatives and the public development of natural resources as socialism, 
waste, and so forth, and has in the process attacked the very processes of demo- 
cratic government and the Government itself: Now, therefore, be it 

Resolved, That the President and the Congress, through appropriate agencies, 
conduct a thorough investigation of these activities and expenditures for the 
purpose of exposing these machinations, and of ascertaining the nature of the 
corrective legislation necessary to protect the citizen, the rate payer, and the 
investor from this misuse of utility funds. 


DEVELOPMENT OF PEOPLE’S RESOURCES 


Whereas rural electric cooperatives and public utility districts are private 
enterprise at its best, and in the truest sense of the word, and not public power ; 
and 

Whereas, in the minds of many, there exists misunderstanding and confusion 
as to public power by mulipurpose river, valley, or natural resource develop- 
ment, which are best accomplished by Federal agencies, as against nationaliza- 
tion of all power or natural resources : Now, therefore, be it 

Resolved, That the NRECA, in convention assembled, nonetheless affirm its 
interest in, and dependence on, such developments of the people’s resources which 
insure to their best interest by distribution in the order of public bodies, coopera- 
tives, municipalities, and others. 

Mr. Exuis. I would like to call your attention to the fact that the 
cooperatives which have already been mentioned here as being within 
the service area of the Niagara project now serve approximately 
123,000 farm families. 

The electric industry, Mr. Chairman—and we think this is impor- 
tant in this picture—is, by far, the fastest growing industry, major 
industry, in America. There is no other major industry growing as 
fast. 

We have evidence here that the electric power industry is doubling 
about every 7 to 10 years. The Federal Power Commission has made 
statements to that effect. The Defense Electric Power Administra- 
tion has made statements to that effect. 

Now, if we would think of the automobile industry of your great 
city, or any other industry, doubling that fast it would be almost 
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incomprehensible; but it is happening in this electric age in America, 
where power, electricity, the most flexible of all power, is the key to 
mass production, as we ‘all know. 

The power age is just hitting the American farm. Our loads are 
growing, doubling about every 4 years on the farm. 

We are the fastest growing segment of the electric power industry. 

About a fourth of our sy ystems are in trouble, either throughout 
their systems or in particular areas, on power supply r right now. 

That figure is the result of a survey which we made last January. 

Therefore, we think that with the maximum effort of the power 
companies, the Federal Government, the State governments, the local 
co-ops, the municipalities, we are still going to be in trouble on power 
supply in this country. All evidence is that we are lagging behind 
demand. 

Never do you find blocks of 50,000 kilowatts of power available 
for industry. It has to be built. Never do you find it available for 
an aluminum plant. 

If the defense effort calls upon a substantial block of power, it has 
to be taken from some dam that is just coming into construction, as 
they did from Bull Shoals Dam in northern Arkansas; or it has to 
be built, as is the case in Ohio, for the atomic plant, and Paducah, Ky., 
for an atomic plant, and so forth. 

We want this development to go forward. We think the benefits 
to the electric co-ops will come only, though, if it is done by the Fed- 
eral agency or is controlled by the Federal agency, for we have no 
assurance of the New York State Power Author ity that the benefits 
would come to the electric co-ops if the State authority develops it. 

The Federal Government, of course, has an established power policy, 
and we think the benefits would come only if the Federal Government 
either develops it or licenses it to New York State under conditions 
guaranteeing the same preference in the marketing of power to the 
cooperatives and public bodies. 

There is no preference clause and there i is no guaranteed benefit to 
the electric co-ops if the private companies develop a Federal resource 
of this kind. At least precedent has not given us such. 

We do not have that coming from the new license granted on 
Roanoke River, on the Virginia-North Carolina border. 

We do not have any such preference anticipated, nor hoped for, in 
the dams that are now being applied for by the Idaho Power Co. on 
the Snake River in Idaho in lieu of Hells Canyon. 

That is why our people support these Federal projects. They want 
some of these benefits. They need them very badly, because it is an 
established fact that our rural electric systems are in trouble—we 
may as well admit it—very serious trouble—in some sections of this 
country—and that includes New York State, where all of the systems 
are in difficulty, partly because of the very high wholesale power cost— 
among the highest costs in the Nation. 

We think there is a very great principle involved here, Mr. Chair- 
man—and I shall close. The principle involved is simply one of giving 
America’s resource to some group which will not pass on the full 
benefits of that people’s resource to the people. 

Evidence what is happening at Niagara right now, where the private 
company is developing a substantial amount of power from the peo- 
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ee water and where, as in the case of the rural electric co-ops of 
New York State, the co-ops do not feel they are getting the benefits 
from this development. 

We urge that the Lehman-Roosevelt type of legislation be approved, 
and not one that would transfer this resource or the great benefits from 
it to a group operating for profit. 


And we are not against profit. Our electric co-ops are private 
enterprise, in that they pass on to the people they serve, benefits which 
those people reflect in their own profits in the year and pay taxes on. 

But we do think that this project ought to be developed in such a 

way as to pass the benefits on to the people. 

Mr. Donvero. Any questions? 


Thank you very much, my friend and colleague. We know you 
can boil this thing down into a very few minutes and state your posi- 
tion exactly. 

Mr. Exuis. Thank you, sir. 

Mr. Donvero. Statements by the New York State Federation of 
Labor and United States Chamber of Commerce will be inserted in the 
record at this point. 

(The statements are as follows :) 


STATEMENT BY NEW YORK STATE FEDERATION OF LABOR 


Albany, N. Y., May 14, 1953. 
Hon. GeorcGeE DONDERO, 
Chairman, House Committee on Public Works, 
Washington, D.C. 


DEAR CHAIRMAN DonpEeRO: We note with considerable interest and anxiety 
the progress of the public hearings relative to the proposed development of 
the power resources of the Niagara River at Niagara Falls. 

We respectfully bring to your attention that the New York State Federation 
ef Labor has been and is on record in opposition to any form of public-power 
development of this great resource. Our reasons are many. In the first in- 
stance the power companies who have developed the resources of the Niagara 
River up to this time have in the opinion of most of our citizens in New York 
State performed a tremendous job not alone in their own interest but in the 
interest of the economy of all of our people. We know that these companies 
with the years of experience behind them can best further develop these re- 
sources more economically to the people of this State and other States who 
may be henefited thereby. 

We are opposed to public ownership and management, either State or Federal, 
because we in organized labor have learned many bitter lessons from agencies 
of Government, either State or national, who have superseded work normally 
done under private contract and who have today formed governmental bureaus 
employing civil-service employees. We are aware that these bureaus are far 
more costly to our citizens with their hidden tax structure than the cost of 
electricity or any other commodity provided by private enterprise. 

We thoroughly believe that the average worker who has progressed because 
of his personal initiative in the private field becomes a stifled individual should 
he be compelled to succumb to being “civil-serviced.” 

May we respectfully point out that the organized workers of the State of 
New York do not propose to have their welfare directed or determined by any 
condescending official of the Government, whether it be municipal, State, or 
national, no matter how good the intention may seem to be. 

We are constantly striving for a higher standard of living, and in a great 
State such as ours it is unthinkable that we should take one of our greatest 
resources, which have been up till now constantly developed by private enter- 
prise, and reduce this great resource to a gigantic civil-service department or 
governmental bureau. We firmly believe that the experience of other States 
should be a warning to these people of our State in that under the guise of 
various forms of electrification programs the opportunity for collective bar- 
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gaining among workers is no longer given recognition by these departments 
or commissions. 

Public-power projects of whatever nature have these two things in common: 

1. A tendency to found a project with public money and then with the aid 
of more public money to threaten or actually construct duplicating production 
and transmission systems to force the sale of privately owned facilities. 

2. A refusal to recognize our unions and also a refusal to live up to the con- 
ditions and benefits of wage scales, working hours, and other benefits which 
the unions have secured and acquired over the years by negotiations with pri- 
vately owned utilities 

Finally there is constantly the argument advanced by many that the Gov- 
ernment can do the job more economically. That may be a valid argument 
in some places, but it is not a valid argument in New York State, for the power 
companies of our State have developed the know-how and reputation for get 
ting a job done quickly and efficiently ; and, of all of the resources available to 
the public, the power companies have in our estimation created an enviable 
record in this State. 

In conclusion, in New York State there is no need for, nor do we want, 
any governmental robots controlling the supply of power to our people. 

We sincerely hope that your committee will give very deep and serious con 
sideration to the points we make in this communication to you and reject any 
plea for so-called public development of the resources of the Niagara. 

Respectfully yours, 
Harotp C. HANOVER, 
Secretary-Treasurer 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States favors enactment of the 


Niagara Redevolpment Act of 1953, as proposed in S. 689, H. R. 2289, and H. R 
351 

These hills provide for the development by existing private utility companies 
of hydroelectric power at Niagara Falls in accordance with the Treaty of 1950 


een the United States and Canada. Enactment of this legislation by the 
Congress is a requirement reserved by the United States Senate when it ratified 
this treaty. The Congress now has the opportunity to authorize the prompt de 
elopment of the power potential at Niagara Falls. 

The Capehart-Martin and similar bills recognize the importance of obtaining 
electric power at the earliest possible time and in the most economical manner 
They further recognize that the way to do this is to permit the Federal Power 
Commission to issue a license to some group, association, or corporation for the 
purpose of building the project. The Commission is given authority to license 
the applicant most able to commence actual construction and put the project 
into operation 

The chamber is opposed to the Murry-Lehman-Roosevelt bills (S. 1851 and 
H. R. 5066) which seek to authorize a Federal power project to be constructed by 
the Army engineers and operated by either a public agency of the State of New 
York or a Federal agency. The project would be financed by appropriations from 
the Federal Treasury which would be repaid in part by consumers of power 
until the investment had been returned with interest. 

As a public-power utility, the operation would not be required to pay local, 
State and Federal taxes in the same amounts as private utilities. The bills also 
include provision for distribution of power to preferred customers, notably coop- 
eratives and municipalities. It also includes the establishment of a Federal 
power-marketing agency to administer power distribution and set power rates if 
the New York State Power Authority does not accept the terms set forth in the 
bill 

The chamber of commerce believes that the Federal Government should not 
eng: in any proprietary business, including generation of electric power, ex 
cept as a byproduct of multipurpose river improvement, and should not assume 
the responsibility of power supply to any section or area. It believes that these 
activities are the proper functions of investor-owned utilities operating under 
the prescribed Federal and State laws and regulatory commissions. The issue 
at Niagara Falls involves no multipurpose uses other than power development 
and the preservation of the scenic beauty of the Falls. The Federal Government 











“ 


Oe eae eee 





NIAGARA POWER DEVELOPMENT 253 


should not undertake this development, because five existing local utility com- 
panies in the area are ready and willing to construct the project and supply 
electric power to the public at no direct cost to the American taxpayer 

The chamber believes that any invasion by Government into the area of private 
enterprise weakens the foundation and threatens the existence of a free economy. 
Federal development of hydropower at Niagara would constitute unfair com- 
petition with existing utilities; would represent the commitment of hundreds of 
millions of dollars of tax Money; would create a heavy burden on the taxpayers, 
and would deprive the Federal Treasury of additional tax revenues. 

The development of electric power at Niagara Falls is an obligation that shouid 
and can be undertaken by the existing utilities as soon as necessary legislation 
is passed and Federal Power Commission license is issued. The project will be 
completed in a relatively short time and power will be available to the impor- 
tant defense industries in the area. Through their interconnected system, these 
five companies will be in a position to furnish extra power throughout New York 
State and into adjacent States. Adequate safeguards are present in both Fed- 
eral and State utility commissions; so, that the best public interest will be 
served. 

The chamber of commerce does not believe that the development proposed in 
the Murray-Lehman-Roosevelt bills will be accomplished as quickly or as 
efficiently as under the Capehart bill. There is no need for the Federal Govern- 
ment to establish additional operating and marketing functions or to construct 
duplicating transmission systems where adequate facilities already exist. Pref- 
erential distribution of power under Federal control is not necessary to insure 
that all legitimate customers get their share of the power. The chamber be- 
lieves that the Murray-Lehman-Roosevelt bills should not be given favorable 
action by this committee. 

We respectfully urge that Congress enact legislation permitting the develop- 
ment of hydroelectric power at Niagara Falls by private enterprise. We recom- 
mend a prompt and favorable report by this committee on either S. 689, H. R. 
2289, or H. R. 4351. 

Mr. DONDERO. There being ho further witness the hearing is con- 
cluded anc the committee will adjourn. 

(Whereupon, at 4:40 p. m., the Joint Committees of the Senate 
and House Public Works Committees adjourned. ) 
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